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Market Overview Last Friday, signs of economic recovery lifted mainland Chinese stocks, 
with Chinese insurance took the lead. The Hang Seng Index was up 114pts 
to 24,455pts with a slightly increase in turnover of HKD144.1b. Hong Kong 
dollar remained strong with the Hong Kong Monetary Authority entered 
the market to accept US dollar sell orders and injected billions of Hong 
Kong dollar into the banking system. This will support investment 
sentiment towards stock market and IPOs in the near term. On the other 
hand, investors have to keep an eye on Nasdaq Composite trend given 
that it has fallen below its 1-month low, which is likely to impact new 
economy stocks trend as well. Individual company news: WuXi Bio (2269 
HK) proposed share subdivision that every one issued existing share will 
be subdivided into three subdivided shares. 

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

China Cement 
The NDRC approved 6 FAI projects in August with a total investment of RMB88.2b, focusing transportation 
and digitalization field. Market believes it will also further promote PPP to allow more private enterprises 
to participate in infrastructure construction, indicating a positive FAI outlook and boost cement demand. 
According to digital cement, last week, the cement price was raised by RMB30/ton in Shaanxi province as 
underlying demand starts to pick up amid normalizing weather conditions. In the Hanzhou, Shaoxin and 
Jiaxin regions in East China, a third round of increases saw cement prices rise by RMB20-30/ton.  
 
China Airline  
According to CAAC, passenger traffic volume on domestic routes was the highest this year at 45.4m in 
Aug, representing >80% of Aug 2019’s level and surpassing the Jan 2020 level before the Covid-19 
outbreak. Market believes there will be strong demand for domestic travel, esp. to key travel cities and 
hot routes, on the back of the eight-day long holiday from 1 Oct for the Lunar Holiday to the National 
Holidays that end on 8 Oct. Air ticket sales for this long holiday period have recorded YoY growth with 
limited seats available, according to Spring Airlines. In addition, stronger CNY vs. USD and low fuel price 
are also positives for airlines sector in the near term. 

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

L&M Paper (2314 HK) 
Its management confirmed that containerboard prices are indeed on a solid uptrend, but have yet to 
reach the pre-Covid-19 highs and sees further room for increases when entering the 4Q20E peak season. 
Market believes L&M is well prepared for a zero import quota environment in 2021E as it has raised its 
sourcing of OCC to c.50% of its group-wide OCC needs by expanding its own collection network and signing 
exclusive contracts with various OCC sources.  
 
Weichai Power (2338 HK) 
Last week, Weichai Power announced that it had launched a new diesel engine WP13H with a thermal 
efficiency of 50.26%, up more than 4pp from the current industry average of 46%, after it spent more 
than RMB30b on its development over the past 10 years. The new model achieves superior thermal 
efficiency using several technologies: (1) high efficiency combustion with lower heat transfer; (2) high 
power factor pre-regulator (PFP) with high reliability; (3) lower friction loss; (4) low emission pollutants; 
and (5) intelligent control. Market considers this to be a significant breakthrough for Weichai in ICE 



engines and expects the new product to attract more attention from end-customers.  
 
COSCO Shipping Ports (1199 HK)  
COSCO Shipping Ports announced its Aug operating data with monthly throughput grew by 4.8% YoY, 
further improving from the 3.6% YoY gain in Jul and 0.6% YoY decline in Jun. Volume from overseas ports 
grew by 0.6% YoY, reversing the 1.0% YoY decline in Jul. Excluding overseas ports, domestic volume grew 
by 6.3% YoY, accelerating from the 5.3% YoY gain in Jul. Market believed the company will be able to 
deliver >9% dividend yield during 2020/21E backed by its strong cash position and stable business 
operation.  
 
AAC Tech (2018 HK) 
With the delayed launch of the next iPhone to postpone component shipment ramp-up for the supply 
chain, market now projects a sub-seasonal 3Q20 for AAC with revenue shifting to 4Q20E/1Q21E. From the 
historical acoustics ASP trend observed, the OEMs have been reluctant to adopt speaker box with ASP of 
above USD1 at the mid/low end, which is likely to continue due to increasing component cost with 5G. 
Currently, AAC is planning to launch standardized acoustics targeting the mid/low-end 5G market around 
early 2021E. This standardization is the right strategy for AAC to both maintain profitability with fewer 
acoustics SKUs leading to lower expenses and gain market share. 
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