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Market Overview 
Yesterday, Hong Kong stocks market narrowed its intraday decline and 
closed at 24,193pts (-49pts) with a turnover of HKD87.7b. China Solar and 
related glass players outperformed after China's recently announced net-
carbon-zero target, the upcoming 14th Five-Year Plan on renewables, and 
the EU's hydrogen/ carbon emission targets; while tight solar glass supply 
in 4Q20E is also another catalyst. Technically, the next resistance level of 
Hang Seng Index will be at its middle axis of Bollinger Bands (weekly 
chart) (i.e. c.24,600pts) and psychological level 25,000pts. Today, watch 
A-share market performance after National Day Holiday and Hong Kong 
turnover after resumption of Southbound capital flow. 

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

China Airline 
With the latest weekly capacity for the week of 5 Oct during the Golden Week national holiday, weekly 
domestic seat capacity was flattish WoW and 2% higher YoY. Weekly flight cancellations were at the 
lowest YTD at only 5.4% with only 355 flights canceled and 18,298 slated to be flown during the week. 
Average economy ticket prices slightly declined by 1% WoW, but this is expected given domestic travel is 
seasonally highest at the beginning of the national holidays. Market expects ticket prices to sequentially 
decline for the next couple of weeks, which is similar to the trend in 2019. With domestic capacity back 
to last year's level, market expects the next phase of the recovery to be airlines focusing on raising ticket 
prices rather than lowering fares as capacity reintroduced.  
 
China Material  
According to CN stock, the Ministry of Housing and Urban-rural Development stated that 8M20 national 
newly commenced urban renewal sites were 27.8k (+14% MoM), achieving 70.7% of FY20E target (39k). 
The newly-commenced sites involved 5.4m residents (+15% MoM), achieving 76.4% of the annual target of 
7m. It is expected that with the easing of the Covid-19, urban renewal will be carried out at an 
accelerating pace, supporting demand for building materials (cement, steel). 

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

Times Neighborhood (9928 HK) 
The company continues to optimize its managed portfolio mainly through strategic M&As, and 59% of its 
AuM are from non-residential properties (mostly public properties). Market believed the public properties 
management segment is more stable business for its non-cyclical nature and better pricing flexibility. In 
addition, the company manages six municipal sanitation and five urban public services projects, with 
gross floor area (GFA) of 8.3m sq.m. and 22.3m sq.m., respectively. Market is positive on its distinctive 
businesses for its first-mover advantage.  
 
CR Pharma (3320 HK) 
Market is positive on CR Pharma’s recently announcement that it is going to acquire a controlling stake in 
Boya Bio-Pharma (300294 CH). The acquisition of Boya allows CR Pharma to penetrate into the blood 
product industry, which is characterized by rapid growth, strong profitability, and high barriers to entry. 
Boya has built one of the most comprehensive blood product portfolios with c.13 plasma stations. On the 
other hand, CR Pharma has a good reputation in China with strong government relations, experienced 
M&A capabilities, as well as strong financing capabilities to generate synergies with Boya’s existing 
businesses. 



 
KWG Group (1813 HK) 
KWG announced the distribution ratio for its property management spin-off: (1) every two shares of KWG 
would get one share of KWG Living (already "ex-dividend" on 7 Sept). With this ratio, a total of 1.59b pre-
IPO shares of KWG Living will be issued. In addition, qualified KWG shareholders are given priority to 
subscribe to one share of KWG Living for every 45 shares of KWG during the IPO. Market expects the spin-
off to be completed in the last week of this month, and KWG will no longer consolidate KWG Living after 
the spin-off. As part of the spin-off, KWG Living would also issue new shares for fund raising. Market 
estimates the market value of KWG Living is c.HKD6.2/share (based on a conservative 25x FY21F PER, vs. 
c.30x for its peers). The ones with spin-off potentials: CR Land (1109 HK), Evergrande (3333 HK), Sunac 
(1918 HK), Sino Ocean (3377 HK). 
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