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Market Overview Yesterday, the Hong Kong and China markets were trending lower after 
the lunch break, the fell was caused by a decline in technology stocks led 
by SMIC (981 HK) fell 22.8%. The Hang Seng Index closed at 24,589pts (-
105pts) with a turnover of HKD158.2b. Other tech stocks were also 
affected by the latest escalation in US-China tensions included Hua Hong 
Semi (1347 HK), which fell 14.4%, and BYD Electronic (285 HK), which 
dropped 7.3%. Market believed the drop in tech stocks in the U.S. 
affected the investment sentiment for such stocks in Hong Kong and 
China, which were further pressured by the Trump administration’s 
hostile actions ahead of the US presidential elections” in November. 
Technically, if the index cannot reach above its 100-day Moving Average 
(i.e. 24,600pts) in the next trading days, the index will start to 
experience weakness.   

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

Macau Gaming 
After the resumption of IVS applications for Zhuhai residents on Aug 12, daily visitation rose from 6-7k to 
10-11k, and the incremental 4-5k visitors already represents 50-60% of the 8-9k daily Zhuhai visitors to 
Macau in FY19. As IVS applications by Guangdong residents gradually get approved since the resumption 
on Aug 26 (it takes 7-10 days to process the visa applications), it rose further to 14-15k in the last 2-3 
days. Market expected to see continued improvement in coming weeks. In addition, market channel 
checks with the airlines suggest solid travel demand to Macau for the upcoming Golden Week Holiday, as 
ticket prices have started to rise strongly on related routes. Hotel room bookings will likely pick up in the 
coming weeks as we get closer to the holiday. This situation will benefit mass segment more than VIP, 
which will be positive to Sands China (1928 HK), SJM (880 HK), MGM China (2282 HK). 

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

SMIC (981 HK) 
Yesterday, its share price slumped on various media reported that the U.S. Department of Commerce is 
considering adding SMIC to the US Entity List. Analysts had a mixed view on this news; yet, most have cut 
its earnings forecast. Some believed SMIC can still continue expanding capacity in mature nodes (40nm 
and above) but it is unable to expand further capacity in advanced nodes (28nm and below). This would 
result in lower opex due to lower R&D for advanced nodes, but with low gross margin due to lower-end 
product mix. On the other hand, some believed SMIC is unable to expand capacity in both mature and 
advanced nodes due to this potential restriction. Both scenarios will badly affect SMIC's shipment and 
earnings. In general, market cut SMIC's FY21-25E earnings forecast by 5%-48% to reflect the potential US 
trade restrictions. 
 
Man Wah (1999 HK) 
Man Wah delivered strong Aug sales growth rate of 60% YoY in China (vs. Jul of 60% YoY growth). There 
was a tail-end effect of online sales promotion (initiated by JD-SW (9618 HK)) on 18 Jun with some of 
sales recognition in July. On the other hand, the company has set a aggregate plan in China in FY21E. Man 
Wah initially set the target of opening net 400 stores in FY21E. However, given the bankruptcy level 
amongst tiny peers under Covid-19 and increasing popularity of online sales, both factors have spurred 
the industry consolidation. The company is in well position to seize the opportunity to speed up the 
number of store addition to 700-800, which means 20-22% of total number of stores in end-FY21.  



 
Hygeia Healthcare (6078 HK) 
Hygeia's 1H20 revenue grew 22.8% YoY to RMB632m. Its 2Q20 revenue growth rebounded to c.37% YoY 
post-Covid (vs. c.8% in 1Q20). By segment, the hospital business posted 24.4% YoY growth driven by 
+21.2% for inpatient and +33.3% for outpatient. Third-party radiotherapy center revenue increased by 
11.8%, and hospital management was up 17.8%. Gross profit margin jumped by 4.1ppt YoY to 34.2% in 
1H20, driven by rising ASP and operating leverage for the hospital business. Adjusted net profit grew by 
65% YoY to RMB134m. With favorable seasonality and recovery from Covid-19, its management believed 
2020 adjusted profit guidance of RMB285m is well achievable, indicating its 2Q20E net profit up 13% HoH. 
 
SUNeVision (1686 HK) 
The company expects impacts from Covid-19 that results in significant surge in data traffic and demand 
for higher network performance requirements worldwide, will positively reflect in their operating 
performance in the coming few years. It is believed that data centers offer secular growth with relatively 
low sensitivity to HK’s macro uncertainties. In addition, the data center services industry has relatively 
high entry barriers due to the intensity of capex and scarcity of DC-dedicated land sites. Given the high 
entry barriers, the market is relatively concentrated. As the largest owner of data centers in Hong Kong, 
SUNeVision is well-positioned to enjoy (1) secular demand growth in Hong Kong’s data center usage amid 
transformative impacts from 5G and IoT; and (2) the growing need for hyperscale facilities with sound 
legal/regulatory frameworks and proximity to key markets. 
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