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Market Overview 
Yesterday, the Hong Kong stock market gained on China financial sectors 
and Alibaba-SW (9988 HK). China banks share price surged as market 
expects the sector's 3Q20 earnings to record accelerating revenue growth 
and potential profit growth recovery. Meanwhile, Alibaba is benefited 
from Chinese regulatory approval for Ant Group IPO review in Hong Kong. 
The Hang Seng Index was up 155pts to 24,542pts with a turnover of 
HKD122.8b. Yesterday, some newly listed biotech companies recorded 
selling pressure, some started to trade below their IPOs price, and share 
price may experience weakness in the near term. Today, the PBoC has 
announced that 1-year and 5-year loan prime rate (LPR) to remain 
unchanged. 

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

China Macro  
According to the National Bureau of Statistics, China 3Q20 GDP growth was 4.9% YoY, which was lower 
than market's expectation of 5.2%.The overall national economy continued the steady recovery and 
significant results have been delivered in coordinating epidemic prevention and development. However, 
uncertainty remained about the ability of other countries to control the coronavirus pandemic and return 
to economic growth. On the other hand, other China economic data trended good with Sept industrial 
profit up 6.9% YoY (vs. consensus forecast of 5.8%) and Sept retail sales up 3.3% (vs. consensus forecast of 
1.8%). 
 
Macau Gaming 
Macau gaming's 3Q20 earnings season will start on 22 Oct, with Las Vegas Sands (LVS US) kick up. Market 
believes although the lifting of quarantine requirements between Macau and China and resumption of IVS 
visas in Guangdong Province, an acceleration in visitation recovery was slower-than-expected. Macau's 
3Q20 gross gaming revenue (GGR) fell by 93% YoY to MOP4,885m. For 3Q20, industry net revenue and 
adjusted property EBITDA are expected to come in at USD826m (-91% YoY) and -USD829m (-123% YoY). 
Market expects all Macau casino operators will continue to make losses (in EBITDA terms), and expects 
some operators will record marginal increase in daily operating expenses, mainly from variable expenses 
related to gaming volume and non-gaming elements. 
 
China Consumer  
For the China consumer staples 3Q20 results, market expects there will be a sequentially slower quarter 
of YoY sales growth compared with 2Q20 results, largely due to strong channel restocking activities in 
2Q20. Consumer demand continues to be resilient as the on premise channel improved further and more 
promotional activities stimulated demand ahead of the mid-autumn festival in late Sept. For sector 
performance, beer and liquid milk sectors are expected to be benefited from a continued premiumization 
trend and hence margin expansion. Related stocks: CR Beer (291 HK), Mengniu Dairy (2319 HK), BUD APAC 
(1876 HK). 

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

Great Wall Motor (2333 HK) 
At the Beijing Auto show in Sept, Great Wall announced a strong new product pipeline. Some of the new 
models, including the sporty SUV model Dagou, off-road SUV model Tank300, and EV model Haomao, are 
scheduled to be launched in 4Q20E. Market believes Great Wall will refresh and upgrade its product 



portfolio in 2021E, leveraging its new modular platforms, including Lemon/Tank. These new platforms, 
with a higher component commonality rate and better content and design, will likely support margin 
expansion through a price premium and cost reduction. Valuation-wise, the name is currently trading at 
24x forward PER, which was higher than its historical average. 
 
Cathay Pacific (293 HK) 
Hong Kong and Singapore have agreed to allow citizens to travel without quarantine requirements 
between the two cities with details to be finalized in coming weeks. There will be possibly for similar 
agreements extending to other countries in the near term, given that HKSAR has held discussions with 11 
countries (including popular destinations such as Japan, Korea and Thailand). It is observed that there are 
strong demand for travel reflected in the ticket prices from Singapore to Hong Kong, which surged after 
the travel bubble initiative was announced. Market believes flight resumptions should improve Cathay's 
profitability due to the strong desire to travel after months of lockdown. 
 
Pou Sheng (3813 HK) 
Market expects Pou Sheng's (PS) 3Q20 gross margin may face continued pressure from post-Covid-19 
markdowns; there may be healthy inventory data with YoY decline in dollar amount. Looking into 4Q20 
peak retail season with the Double-11 promotion, this year market believes it may have been less 
promotional compared with last year, on the back of efforts to control discounting by Nike, Li Ning (2331 
HK)and Uniqlo. Potential catalysts on PU includes: (1) improvement of free cash flow profile in upcoming 
results; (2) steadily growing operating margin that reflects improving efficiency. 
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