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Market Overview 
Yesterday at morning session, Hong Kong stocks slightly slumped after the 
U.S President Trump halted stimulus talks until after the elections next 
month, but backtracked later saying he could sign a stand-alone bill to 
help ordinary Americans get immediate relief. The Hang Seng Index 
gained momentum and was up 262pts. The index closed at 24,242pts, 
near the day high with a turnover of HKD92.1b. "AMTX" stocks gained 1.4-
3.8% and SaaS related player surged. China Property sector rose on 
better-than-expected Sept sales volume. 

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

China Wind Sector  
Chinese President Xi announced at the UN General Assembly that the country aims to achieve carbon 
neutrality before 2060, which drove a decent share price surge of solar stocks over the past two weeks 
vs. relatively flattish performance of wind sector during the period. Unlike solar farms, grid parity for 
onshore wind farms is unlikely to be achieved by 2023E. Yet, there will be long-term value for wind 
players due to various government policies, such as special bonds and local government support for 
offshore wind farms, which can accelerate cash recycling from subsidy receivables while more offshore 
wind installations support earnings growth. Currently, Longyuan (916 HK) is trading at 0.6x FY21E P/B (vs. 
Chinese solar names’ of 2-10x). 
 
China Dairy  
Offline baby formula market is flattish in Jul-Aug 2020. ASP/mix upgrades was the driver with 4% YoY 
growth, offsetting the weaken volume trend. After the short-term boost in May-Jun period from 618 
festival season, the industry offline sales slowdown entering 3Q20E. On the other hand, online demand 
continued to record decent growth, suggesting the offline M&B stores traffic is not fully recovered. Feihe 
(6186 HK) widens its leading position in the offline market, with 37% YoY sales growth, much faster than 
the industry growth, and is reaching 18.6% market share. Other local brands, including Yili, Mengniu (2319 
HK) and Biostime H&H (1112 HK) are recording slower-than-industry-average growth. 

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

Sun Art Retail (6808 HK) 
Its share price slumped for a downgrade report. In the report, it highlighted that both Sun Art and 
Yonghui's SSSG has been under pressures since 2Q20 due to changes in consumer behavior and the rise of 
community-based "New Retail" formats causing higher-than-expected offline traffic declines. The analysts 
forecast Sun Art's SSSG to turn to negative low teens in 2H20E from 5.7% in 1H20 and to expedite 
investments in new initiatives from 2H20 to offset the offline traffic decline. 
 
Alibaba-SW (9988 HK) 
In its third day of investor day conference, Alibaba remained highly innovative and adaptive, continuously 
refining its products and formats while evolving its business model to capitalize on emerging 
opportunities that digitalization offers. Innovations are visible across China Commerce, new retail, 
Cainiao, and new digital factories for small-batch customization. Its management shared the company's 
11 core strategies centering on domestic consumption, cloud computing/data intelligence and 
globalization. They have confidence in achieving its FY2036 long-term vision: to attract 2b consumers, 
create 100m jobs, and help >10m SMEs become profitable. 
 



BUD APAC (1876 HK) 
Budweiser is due to report 3Q20E results on 29 Oct. Some analysts have revised down its earnings forecast 
for 3Q20E as the impact of Covid-19 in South Korea and India is more serious than expected. Market is 
expecting Budweiser to report a flattish sales growth but high single digit decline in EBITDA. By region, 
China volume/earnings are expected to recover helped by reopening of nightlife channel, but this will be 
fully offset by weak demand in South Korea and India, due to impacts of a second wave of Covid-19. 
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