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Market Overview 
Yesterday, Hong Kong stocks advanced for a fourth day with investors 
encouraged by positive news on Covid-19 vaccine development, while 
Asian markets climbed on optimism US officials will reach consensus on a 
financial aid package to spur the economy before the presidential 
election. The Hang Seng Index was up 184pts to 24,754pts with a turnover 
of HKD109.5b. Wuxi Bio (2269 HK) share price surged 11% after its 
management revised up its 2021E earnings growth guidance and fruitful 
products pipeline. In addition, China telecom sector was up 4%-11% on 
earnings turnaround in 3Q20 results. 

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

China Macro (14th Five-Year Plan) 
The Chinese Communist Party (CCP) will hold the Fifth Plenum of the 19th Party Congress on 26-29 Oct to 
discuss the proposals for the 14th Five-Year Plan (2021-2025). Against a more challenging external 
environment, and at a key domestic development stage, recently President Xi has stressed the facilitation 
of national economic circulation to establish a new development pattern, which takes the domestic 
market as the mainstay and allows the domestic and foreign markets to boost each other, which named 
as “dual circulation” strategy. Market believes there will be an emphasis on demand and supply being 
more domestically driven (internal circulation) and an emphasis on supply-side structural reform to 
facilitate economic circulation and to make supply better match demand. 
 
China Bank 
On 20 Oct, he PBOC reported the unchanged loan prime rate (LPR) (1-year: 3.85%, 5-year: 4.65%). This is 
the 6th-month that the PBOC has not changed LPR, which reaffirms the marginal tightening stance. Some 
analysts started to believe that China bank margins have been bottom in 1H20 and to recover in 3Q20, 
supported by (1) unchanged LPR and (2) sufficient liquidity. On the loan yield side, LPR remains 
unchanged for the whole 3Q20 and the LPR transition of existing loan book finished by the end of Aug. 
Hence, the impact from both LPR cut and loan repricing is limited in 3Q20. In addition, in 3Q20, PBOC’s 
total assets increased to RMB37.5tri from RMB36.4tri in 2Q20, driven by liquidity injection via MLF, 
reverse repo to the banking system. This translated into a QoQ balance growth for total assets on 
depository corporations. Hence, market believes the sufficient liquidity in 3Q20 could help banks to lower 
funding cost.  
 
China Insurance  
Life insurance premiums extended the slowdown trend in Sept. The 9M20 premium growth rates of listed 
life insurers continued to diverge, with NCI (1336 HK)/China Life (2628 HK)/China Taping (966 HK) up 
25%/9%/2% YoY but CPIC (2601 HK)/Ping An (2318 HK) down 2%/4% YoY. All except CPIC posted MoM 
moderation in premium growth for a second consecutive month in Sept. Meanwhile, P&C premiums 
maintained stable growth, while auto insurance premiums maintained decent growth for leading P&C 
insurers. The comprehensive reform of auto insurance has officially taken effect since Sept 19, and the 
growth of auto insurance needs further observation. For “jump-start” sales, life insurers are actively 
making preparations, having started earlier than previous years and planning to roll out products with 
attractive yield. Market expects a strong rebound in life insurance business in 2021E on a low base. 
 

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



Wuxi Bio (2269 HK) 
Wuxi Bio's share price reached its record high after its management expressed positive view on its future 
strategy. Its management raised its 2021E earnings growth guidance to >50% YoY (from >40% previously) 
and maintained 2020E/22E guidance of >30%/>40%, assuming the pandemic normalizes by FY21E and no 
more demand surge for neutralizing antibodies in 2022E. In 3Q20 and MTD, Wuxi Bio added another 34 
projects to the pipeline, including 6 external transferred phase 2/3 projects (vs. 1H20 of 3). The company 
now has 312 integrated projects in total (vs. 1H20 of 286), including 23 phase 3 projects and USD1.4b 3-
year backlog. Market believes the trend of accelerating new projects and 3-year backlog built-up reflects 
the company's strengthening reputation among clients and increasing weight of later-stage projects in the 
pipeline, providing visibility into a robust near-term growth outlook. 
 
JD-SW (9618 HK) 
JD-SW is targeting to report 3Q results in mid-Nov, after the Singles’ Day sales festival, where market 
expects another solid quarter and continued commitment on annual margin expansion. Bloomberg 
consensus forecasts 26% top-line growth, supported by JD’s healthy user engagement and with ongoing 
product mix shift towards the supermarket category, while, Bloomberg consensus forecast 2.5% non-GAAP 
net margin for 3Q20. Market is positive on JD given that (1) ongoing retail scales expansion from 
discretionary to staples, with structural supermarket and pharmaceutical 1P business growth; (2) visible 
margin expansion profile; and (3) growing valuation of its subsidiaries & associates. 
 
Li Ning (2331 HK) 
Li Ning's share price was at record high after the company announced its 3Q20 operational update. The 
company recorded 3Q20 same store sales growth (SSSG) and retail sell-through growth rates (excluding Li 
Ning YOUNG) of low-single digits (LSD) and mid-single digits (MSD) YoY, respectively. As of 30 Sept, the 
company had a net decrease of 397 LI-NING POS (including a net decrease of 30/367 POS for 
retail/wholesale) and 49 LI-NING YOUNG POS, amounting to 6,052 and 1,052 POS, respectively. Given Li 
Ning had a higher base last year (>low 30% growth YoY in 3Q19), the performance was impressive (vs. 
Anta’s (2020 HK) LSD increase and Xtep’s (1368 HK) MSD increase in 3Q20. In addition, Golden week sales 
were also solid with offline sales growing by close to 30% YoY. 
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