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Market Overview Yesterday, selling pressure on new economy stocks are observed, the 
Hang Seng Index had a narrow trading range and closed at 25,007pts (-
112pts) with a turnover of HKD146.5b. Overnight, the U.S. stocks markets 
saw a heavy round of profit taking. Rotation out of technology left the 
Nasdaq Composite the hardest hit falling nearly 5%. Dow, S&P, and 
Nasdaq slumped 2.7%-5%. According to ig.com, the Hang Seng Index may 
open c.300pts this morning at around 24,600pts. Today, after market 
close, Alibaba-SW (9988 HK), Xiaomi-W (1810 HK) and WuXi Biologics 
(2269 HK) will be added into the 50 constituent stocks in the benchmark 
Hang Seng Index. 

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

China Property  
According to news from 21jingji.com, there will be potential policy to regulate developers' total debt 
levels: a “345 rule” to limit developers’ financing. This potential new measure hasn't been officially 
announced, yet, investors raise concern on its impact on developers' financing and growth. Under the 
“345 rule”, 3 “red lines” based on developers’ leverage and cash coverage ratios will be established, and 
the developers will be categorized into 4 groups (red, orange, yellow, green) subject to whether the 
companies cross the number of “red lines”. As a result, the developers’ financing capability will be 
restricted to the maximum incremental amount of debt set for each of the 4 groups each year, with 5% of 
incremental limit in between.  
 
According to market's estimates, “red category” (which cross all 3 “red lines” and are not allowed to add 
new debt) include China Evergrande (3333 HK), R&F Properties (2777 HK) and Sunac (1918 HK). On the 
other hand, the companies under the “green category” (not crossing any of the 3 “red lines” and with the 
healthy financial status) include COLI (688 HK), CR Land (1109 HK), Longfor (960 HK), Joy City (207 HK), 
Shimao (813 HK), Sino-Ocean (3377 HK). The remaining companies are in the "yellow" and “orange” 
category. This potential new measure should further stabilize the housing market and provide clear 
guidance on developers' financing, in market's view. 

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

Link REIT (823 HK) 
The social distancing measures in Hong Kong during Mid-Jul to Aug pressure F&B and personal service 
tenants, but supermarket sales should increase further. Gradual relaxation in social distancing rules on 28 
Aug and 4 Sep should ease mass retail tenants' pressure, esp. F&B and retail. This move will improve the 
investment sentiment towards HK landlords. In addition, Link REIT resumed buybacks on 1 Sept and 
planned to buyback at least 8m units in F21E. The company remained committed to a discretionary DPU 
of HKD0.14 in FY21/22E. This capital management commitment should ease investors' concern on a 
dividend payout cut, which is likely to lead its outperformance when compared with other peers.  
 
AliHealth (241 HK) 
AliHealth signed a framework agreement with Laixi city government to collectively establish the first 
public medical insurance designated online pharmacy in China on 2 Sept. In other word, local citizens in 
Laixi can directly get reimbursement for their drug purchases on T-mall after the project officially 
launched. Since Laixi is an important administrative division of Qingdao city, this project model may roll 
out to the whole Qingdao city and other cities in Jiaodong Penisula afterwards. This government 



collaborative project act as an important milestone that may be replicated in wider regions of China to 
expand reimbursement coverage for online drug sales. 
 
China Cinda (1359 HK) 
Cinda’s 1H 20 net profits retreated 27% YoY, mainly on (1) significant decline in FV gains from financial 
assets; (2) surging provisions for acquisition restructuring distressed assets. Entering into 2H20E, market 
expected there will be positive FV changes and slowdown in provision growth, while investment gains 
from the disposal of stakes in Happy Life Insurance will also be reflected. 
 
Joy City (207 HK) 
Joy City 1H 20 core profits dropped 75% YoY to RMB137m, only accounting for 15% of Bloomberg FY20E 
consensus forecast, on both topline and gross margin miss. Its management saw overall mall operations as 
back to 90% of pre-COVID level now (vs. 70% in June) and expected average occupancy rate to improve to 
95% in 4Q20E from c.90% at end-Jun. Looking ahead, its management planned to add 20-30 new malls 
from 16 under operation now in the next 3 years and projected 15% rental CAGR (including 5% growth 
from existing portfolio). However, due to unclear earnings visibility in 2H20E, its share price is expected 
to have weaken performance in the near term. 
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