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Market Overview 
Before the long weekend, the Hong Kong stock market reacted positively 
on the economy recovery from China, with Sept official manufacturing 
purchasing managers’ index (PMI) stood at 51.5, above the reading of 51 
in Aug and better than median estimates of 51.3. The Hang Seng Index 
was up 183pts to 23,459pts with a turnover of HKD98.2b. China stock 
markets will resume trading on Friday, hence, there will be no 
southbound capital flow into Hong Kong stock market. It is expected that 
Hong Kong markets will have thin turnover. According to ig.com, HSI is 
expected to open higher today to c.23,700 level. 

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

Macau Gaming  
According to DICJ, Macau Sept gross gaming revenue (GGR) was MOP2.21b (-90% YoY or +66% MoM), 
implying daily average revenue of MOP74m. Worth to note that Sept visitor was double that than of Aug, 
indicating that GGR per visitation was down 58%. This may due to low VIP luck rate for the first week of 
Sept and lower individual visit scheme (IVS) % of Chinese visitation. Market estimated IVS % in Aug was 
only 6% (vs. 2019 of 47%). Sept visitation was 24% of 2019 level, implying that c.50% of Guangdong 
visitation (assuming c.46% Chinese visitation) after Guangdong IVS resumed on 26 Aug. Thus, it is 
expected that visitation and GGR should recover gradually esp. on Oct Golden Week holiday.  
 
China Environmental 
Last week, President Xi announced that China would achieve carbon neutrality (i.e. achieving net zero 
CO2 emissions by balancing the level of emissions and CO2 removal) by year 2060E. Market believed the 
Chinese government will announce more vigorous measures to curb CO2 emissions in the upcoming 14-5 
Five Year Plan. Policies may include (1) establishing a nationwide carbon trading market with tightening 
of emission quotas; (2) strict control on capacity growth of coal-fired units; (3) policy/financial incentives 
for carbon capture and storage technology. For investment thesis, these measures are negative to coal-
fired power producers, while the government is likely to lift its pace of renewable development during 
the 14-FYP, benefitting solar/wind sectors.  
 
China Bank/ Property 
Local news, China Securities Journal, reported that some banks have received notice from regulators to 
reduce new property-related loans (mortgage loans and property loans to real estate developers) to 
below 30% of total new loans. Although banks have denied receiving such regulatory guidance, the equity 
market reacted negatively. However, some analysts believed market is underestimating this potential 
move. Given that two joint-stock banks suggest that they have not received any new regulatory guidance 
on property or mortgage loans. In addition, most banks, esp. for SOE banks, are more vulnerable to 
regulatory window guidance given that new mortgage & property loans as a % of new loans declined from 
45% in 2019 to 31% for SOE banks, even other joint-stock banks are of 32% for 1H20. 

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

YOFC (6869 HK) 
Its management stated that production utilization remains at a high level since production resumed in 
April. Going into 4Q20E, as China Mobile’s (941 HK) new tender orders start to come in, production 
utilization is set to stay at a high level. On the other hand, as the new tender pricing (c.30% decline vs. 
2019) takes effect in 4Q20E, its management believed the company’s margin will be under pressure. For 



long term development, its management stated that data center business remains a key growth area, 
making up c.7-8% of total sales in 2020E (c. 4% in 2019), per management. In the longer-term, 
management expected this segment to make up c.10% of total sales.  
 
Alibaba-SW (9988 HK)  
Its share price was up last Wed after Alibaba expected cloud business to turn profitable before its current 
financial year ends in March 2021. The turnaround will be driven by demand from China’s fast-growing 
digital economy and strategic overseas expansion. Cloud computing has been one of Alibaba’s fastest-
growing businesses in recent years as it expanded outside of China to Europe and Asia. In the June 
quarter, revenue from cloud computing grew 58.5% to RMB12.35b, contributing to c.8% of its total 
revenue.  
  
BYD Co. (1211 HK) 
Beijing Auto debuted BYD’s first plug-in hybrid model Beijing-X7 at the Auto Show, with selling price at 
RMB185-217k. BYD will be supplying the nickel-cobalt-manganese (NCM) battery for this model, which was 
its first battery supply to Beijing Auto. This is BYD’s forth external battery customer, following Changan 
Auto, Changan Ford and Seres. We believe BYD is trying to win certification and get confirmed orders 
from key global OEMs such as Toyota and Hyundai aside from existing customer Ford as well as its JV 
partner, Daimler for the Denza brand. Market believed BYD needs to ramp up its blade battery production 
for internal use first given strong demand for its own models. 
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