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Market Overview Yesterday, the Hong Kong stock market experienced directionless with a 
narrow trading range. The Hang Seng Index closed at 24,313(-155pts) with 
a decline in daily turnover of HKD103.8b. Market’s focus was on Nongfu 
Spring (9633 HK) (+8.1%) after the company met the Fast Entry Rule of 
the Hang Seng Composite Index, such that the Nongfu will be included in 
relevant indexes after market close on 21 Sept (next Wed). Today, a 
series of China economic data will be released, including Aug new yuan 
loan and its growth (consensus forecast of RMB1,220b and +13% YoY), 
outstanding loan growth (consensus forecast of RMB2,730b) and M2 money 
supply (consensus forecast of 10.7%). 

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

China Construction Machinery 
CCMA released Aug sales volume for excavators, which totaled 20,939 units (+51% YoY), where five 
consecutive months of more than 50% YoY growth since Apr. Domestic sales volume rose 56% YoY to 
18,076 units, in line with market expectation of a 50-60% YoY for Aug. Export sales volume continued to 
grow at double-digit at 26% YoY (2,863 units). Total sales volume for 8M20 reached 210,474 units (+29% 
YoY). Oh which, medium-sized excavators (18.5-28.5t) continued outperformance with monthly sales 
posting c.80% YoY growth. This may likely signal a further acceleration in infrastructure and property 
construction activities ahead.  
 
China Airline 
With domestic weekly capacity for the Chinese major airlines ahead of that of last year (109% of last 
year’s level for the week of 7 Sept 2020), market believed the improvement in load factor (73% in Jul vs 
60% in Mar) will continue. In addition, there will be significant pent-up demand for travel during the 
upcoming Golden Week holidays (1-8 Oct). With a strong domestic recovery likely in the coming weeks, 
airlines will start to focus on improving yield, esp. from Oct. Companies' comment: China East Air (670 
HK) expects to reach flattish domestic traffic growth during the national holidays, while China South Air 
(1055 HK) expects to see ticket prices recover to pre-Covid-19 levels by 2020-end. News flow around 
strong travel demand during the Golden Week holiday could act as a positive catalyst for the sector. 
 
China Textile  
The U.S. government is considering a ban on cotton products from China’s Xinjiang region due to adverse 
reports on the country’s human rights practices, per the New York Times. This could impact the Chinese 
supply chain that sources upstream cotton products from Xinjiang for export to the U.S.. Market believes 
Chinese apparel suppliers with insufficient or no production facilities in non-China regions may be 
affected by the possible ban. This is because the Xinjiang region is a major source of cotton production in 
China. 

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

Shenzhou Int'l (2313 HK) 
From the news that the U.S. plans to set a ban on cotton products from China’s Xinjiang region, market 
believes this potential move will only have limited impact on Shenzhou Int'l. Shenzhou gets 20% / 18% of 
its total garment output from Vietnam and Cambodia respectively, totaling 38% from non-China regions. 
From 1H20 results, Shenzhou had around 14% of total sales to the U.S. market. As such, it is believed that 
Shenzhou owns more than enough facilities in Vietnam and Cambodia for the U.S. market. The key yarn 



supplier for Shenzhou’s garment production in Vietnam / Cambodia is Bros Eastern (601339 SS). It is found 
that most of Bros Eastern’s cotton sources are from Australia and a minority from India and Bangladesh. 
In other words, Shenzhou’s supply chain for the U.S. market appears to be independent from China.  
 
Ping An (2318 HK) 
Its underperformance was caused by the concern of new business value and premium income growth 
slowdown. Yet, its life insurance reform is going to be fully implemented by year-end, and market 
expects it will start to bear fruit next year. For its product reform, a differentiated “life insurance+” 
portfolio will be built; for its agent reform, Ping An will focus on both headcount and productivity ramp-
ups in the near term and build an agent force with high productivity/income/quality in the long term. In 
addition, it is moving to fully digitalize life insurance business. Ping An expected the benefits of reform 
to manifest starting next year, and has modified the basic rules of agent management.  
 
ESR (1821 HK) 
Demand for modern logistics accelerated further amid Covid-19 on the back of the shift towards e-
commerce (accounting for c.63% of ESR portfolio), as shown in faster-than-budget level of pre-leasing of 
new properties. ESR maintained a high occupancy of 91% across the entire portfolio despite the 
challenging market conditions brought on by Covid-19, and leased 0.9m sq.m. of space across the 
portfolio during 1H20 (or c.3m sq.m. in the past 18 months), primarily driven by demand from e-
commerce players and tenants from food and consumer staples. ESR also saw rising demand for cold 
storage as the pandemic has caused a surge in food and grocery delivery. 
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