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Market Overview Last Friday, stock indexes in Hong Kong and China plunged, as the 
overnight tumble among tech stocks on U.S. markets spilled over to Asian 
trading, raising concern that the recent run-up in the global equity 
markets may have been overdone. Analysts explained the sell-off in the 
U.S. markets was sparked by profit taking after the recent rally in the 
tech sector and the rising valuation. The Hang Seng Index declined by 
312pts to 24,695pts with a turnover of HKD213.1b. Technically, the Hang 
Seng Index has to get supportive level at the upward trend formed since 
mid-march (i.e. around 24,500pts); otherwise, the index will experience 
weakness. Using golden ratio (0.618x), the index may text 23,300pts if it 
drop below the supportive level as highlighted above. News said the U.S. 
is considering whether to add SMIC (981 HK) to a trade blacklist, which 
would force U.S. suppliers to seek a difficult-to-obtain license before 
shipping to the company. This will further add selling pressure to its share 
price. 

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

China Airline 
Chinese airlines posted better-than-expected 1H20 results, driven by strong cost control. Some near-term 
headwinds to ticket pricing, given that the companies guided that ticket prices were weak in Jul and Aug 
due to companies adding capacity back into the market. Yet, some analysts believed that the Chinese 
airlines are best positioned out of the Asian airlines, as domestic travel has almost recovered to 2019 
levels. With the potential of an improvement in ticket price trends over the coming months, the demand 
and yield recovery into the China National Day holiday could be a positive catalyst for the sector. Related 
stocks: China South Air (1055 HK), China East Air (670 HK). 
 
China Insurance  
On 3 Sept, CBIRC announced the final instructions for comprehensive auto insurance reform, which will 
come into effect on 19 Sept. The instruction requires insurers to price commercial auto insurance with a 
25% cap on expense ratio. This is negative to P&C insurers given that there will be significant disruptions 
to growth and profitability in the near-term once the reform is implemented. Several P&C insurers have 
also guided for large decline in premium rates at the 1H20 results briefings, by as much as 20%. Esp. 
negative to PICC P&C (2328 HK). 

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

Tingyi (322 HK) 
Tingyi's 1H20 revenue from the instant noodle business grew 29% YoY, of which, revenue from high-end 
bag noodles rose 48% YoY due to the stay-at-home economy, leading to a rise in instant noodle ASP. With 
the decline in promotional efforts during 1H20, instant noodle GPM grew 2.2ppt to 30.4%. However, once 
the situation and supply-demand balance improve, instant noodle revenue growth may drop in 2H20E. For 
long term, given that Tingyi is planning to further promote mid-to high-priced products in 2021-22E, the 
premiumisation of instant noodles is expected to continue. For beverage segment, 1H20 revenue fell 4% 
YoY, mainly due to the decline in outdoor activities. The situation has improved since Jul, its 
management is also confident about a recovery in 2H20E. 
 
 



Flat Glass Group (6865 HK) 
Last week, PV glass price rose by 11% to RMB30/m2 and was up 25% vs. Jul. Market saw PV glass supply 
dynamics likely remaining tight with low inventory level of c.1 week for Tier-1 cities. Hence, glass price is 
expected to keep on rising in 2H20E with strong demand from the module end. In addition, its 
management said it expects the production mix for bifacial thin glasses to rise to 30-35% in 2H20E. The 
penetration rate of bifacial products in China is expected to increase and surpass 50% in the next 2 years. 
As of 3 Sept, 35.76% of its total number of issued shares were held by stock connect southbound 
shareholding.  
 
CCCC (1800 HK) 
Given CCCC's comparatively large exposure to overseas and BOT projects, operational disruptions arising 
from Covid-19 led to a significant decline in 2Q20 net profit (-40% YoY), though 2Q20 revenue saw 
sequential improvement of 9% YoY (1Q20: -7% YoY), which is partly driven by rebound in domestic 
activity. Looking ahead to 2H20E, its management indicated that a rebound in domestic construction 
activity could drive further sequential improvement though impacts to overseas operations remain 
dependent on the state of Covid-19 development. However, factoring the broadening scale of Covid-19 
resulted in larger-than-expected impairment loss on some of the overseas projects; CCCC's share price 
should underperform than its peers. 
 
China Gas (384 HK) 
Its management saw Apr-Jul volume growth averaging c.10%. Entering into 2H20E, China gas volume 
growth is expected to improve to 15-20% due to winter heating demand and last year’s low base. New 
connections have also picked up pace since Apr, and its management maintained full-year guidance of 
5.5-6MM. It expects new connections to stay at >5MM for the next few years and then gradually decline. 
In addition, market saw upside to gas sales dollar margin due to lower gas procurement costs. Upside 
risks include: (1) the announcement of a lower winter price hike in Sept; and (2) interim results in Nov. 
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