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Market Overview 
Yesterday, Hong Kong stocks gained on the back of the recovery of US 
President Donald Trump from coronavirus and growing expectations of 
new fiscal stimulus measures in the U.S. The Hang Seng Index closed at 
23,980pts (+212pts) with a thin turnover of HKD86.8b. Semiconductor, 
technology stocks outperformed, with Cowell (1415 HK) shares up 38% for 
its special dividend announcement. China Auto players’ share prices were 
up 3-9% on average after the industry experts believed that Chinese auto 
sales are experiencing V-shape recovery. U.S. markets closed lower after 
President Trump instructed his team to stop negotiations with the 
democrats on stimulus until after the election. According to ig.com, the 
Hang Seng Index will open slightly lower this morning to 23,900pts. Also, 
Apple has announced that its iPhone event will take place on 13 Oct, 
related players are likely to outperform.  

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

China Consumer 
Some updates during Golden Week: (1) Golden Week visitor count and tourism receipts: China saw 430m 
domestic tourists in the first four days of the holiday (3x increase from Labor Day holiday, down 22% 
YoY), with RMB312b tourism receipts (6x increase from Labor Day holiday, down 31% YoY); (2) National 
Day holiday consumption via WeChat: WeChat Pay transactions for scenic spot tickets/hotel/duty-free 
shops increased 83%/71%/156% in the first 3 days of the holiday vs. Labor Day holiday; (3) Shopping malls: 
Shopping malls across the nation saw the highest foot traffic (22,966/day) and recovery rate (86.8%) on 
the holiday’s first day. 
 
China Property 
According to CRIC, the 30 major developers recorded 22% YoY sales growth in Sept on average despite the 
high base. With these strong sales, the YTD sales growth has been further boosted to 12% YoY, implying a 
70% completion rate of their full-year targets. Although the PBoC has recently required the banks to cap 
their annual new property loans at 30% of their total new loans, market believed the good buyers' 
sentiment and low inventory would sustain the strong sales momentum in 4Q20E with largely stable 
property price. Valuation-wise, the sector is now trading at 4x forward PER and 49% discount to NAV, with 
8-10% dividend yields in FY20-21E on average. 

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

Ant Group 
According to Bloomberg, Singapore GIC plans to invest more than USD1b in Ant Group's IPO. In addition, 
Temasek is considering participating in both Hong Kong and Shanghai legs of the listing. While, National 
Council for Social Security Fund also plans to purchase shares in the mainland sales.  
 
China Power (2380 HK) 
Its management stated that power sales contributed by thermal plants declined in Jul/Aug, down 15%/5% 
YoY. On the other hand, despite higher rainfall this year, market expected CPI’s hydropower plants to 
maintain flattish utilization rate in 2020E. Besides, CPI seeks to dispose of a few thermal power assets 
located in Shanxi Province.  
 
 



Yanzhou Coal (1171 HK) 
The company announced the potential acquisition of multiple assets from its parent company (Yankuang 
Group) with the total consideration cost of RMB18.3b cash. The estimated combined ROE for these assets 
is about 10%, which is close to Yanzhou Coal’s own FY20E ROE at 10%. Yet, the implied valuation for the 
acquisition is about 1.5x B/P, much higher than Yanzhou’s current 0.4x FY20E B/P. Hence, Yanzhou’s 
share price slumped on 5 Oct. Valuation-wise, the stock is currently trading at 4x/3x FY20/21E PER with 
8%/9% FY20/21E cash dividend yield. 
 
CStone (2616 HK) 
The company announced that it has entered a strategic collaboration with Pfizer on 30 Sept. Details 
include: (1) Pfizer to in-license sugemalimab (CS1001, PD-L1) in China for up to USD280m milestone 
payments and tiered, mid-to-high teens % royalties; (2) CStone to co-develop at least two post proof-of-
concept oncology assets from Pfizer’s pipeline in greater China, and will receive low double-digit % 
royalties; and (3) two parties to jointly in-license other third party oncology assets for greater China 
market. 
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