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Market Overview 
Last Friday, Hong Kong and China markets retreated after the U.S. 
President Donald Trump signed an executive order overnight banning 
Americans from investing in mainland companies with suspected ties to 
the “Communist Chinese military”. Selling pressure on China telecom 
companies, including China Mobile (941 HK), China Unicom (762 HK) and 
China Telecom (728 HK) down 5%-7.8%. The Hang Seng Index was slightly 
down 12pts to 26,156pts with a turnover of HKD151.4b. Hang Seng 
Indexes announced that Meituan-W (3690 HK), Anta Sports (2020 HK) and 
BUD APAC (1876 HK) will be included to the Hang Seng Index, meanwhile, 
with the removal of Swire Pacific A (19 HK). All changes will be effective 
on 7 Dec. Market estimated there will be a total of HKD10.4b tracking 
ETFs capital to flow into those names, with HKD8.04b, HKD1.59b and 
HKD740m flowing into Meituan-W, Anta Sports and BUD APAC, 
respectively. Today, a series of China economics data will be released, 
including Oct retail sales (consensus of +4.9%), fixed asset investment 
(consensus of +1.6%), industrial production (consensus of +6.5%). 

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

China Property Management  
China's Property Management sector's share price was down c.20% on average from end-Aug to Nov, 
underperforming the Hang Seng Index. Market believes the underperforming was caused by (1) strong IPO 
supply in 2H20E, capital rotation maybe observed; (2) concerns on developers' "three red lines" impact on 
GFA growth; (3) relatively high valuation of >30x forward PER. After recent correction, market believes 
the industry's fundamentals remain solid with 50% earnings growth in 2020E, and 41% earnings CAGR over 
2019-22E. Potential catalysts include: (1) less IPO supply after Nov, after the CR Land (1109 HK) and 
Evergrande (3333 HK) spinoffs are completed; (2) positive 2020 results preview starting from Jan-21. 
Related stocks: A-Living (3319 HK), Poly PM (6049 HK). 

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

CKH (1 HK) 
CKH announced that it has reached agreement to sell its European telecom tower assets to Cellnex for 
total proceeds of c.EUR10b, of which EUR8.6b in cash and EUR1.4b in Cellnex shares. CKH expects the 
proceeds can be used to (1) reduce indebtedness consistent with its existing credit ratings; and (2) 
optimize capital structure and returns to shareholders, including potential on-market share buyback 
programs. Market estimates its gearing ratio (net debt/total capital) could come down from 25.6% in June 
2020 to 15.2% and its NAV could be increased by c.HKD15-20 per share. Valuation-wise, CKH is now 
trading at a c.43% discount to its estimated NAV, which was about 1 S.D. below its long term historical 
mean of 35%. Its share price is likely to gain uptrust momentum to reach above its 250-day Moving 
Average (i.e. HKD56.25).  
 
Hysan Dev (14 HK) 
Its management stated that Hysan’s portfolio occupancy was firm at 95% for both retail and office as of 
end-Sep 2020 (vs. 96% for office and 94% for retail as of end-Jun 2020). By segments, for retail business, 
its management confirmed sequential improvement in monthly sales since Jun and YoY sales growth could 
turn positive in Oct, which act as a positive surprise given there was lack of tourist spending. For office 
business, they have confidence that Hysan is likely to achieve positive office rental reversion in 2020 with 



mid-single digit %. Also, for the office rent expiring in 2021, management believes there will be 3-5% 
higher vs. 2020, suggesting rental reversions could turn neutral. Valuation-wise, the name is trading at 
53% discount to its estimated NAV with 5% dividend yield. 
 
JD-SW (9618 HK) 
JD's share price surged on its record sales during "Double 11 festival" and upcoming JD Health’s IPO. (1) 
The company saw another year of record sales during "Double 11 festival" in 2020, with GMV reached 
RMB271.5b (+33% YoY) for the period of 1-11 Nov. Several observations include: (1) Fast growth in lower 
tier cities: pre-sale order numbers grew by 126% YoY in rural areas, slightly higher than +117% in urban 
areas; (2) Integration of online to offline: JD collaborated with 3.2m offline shops to align product prices 
and service quality, also, sales of high end white goods grew by 10x YoY in JD Electronics Flagship Store. 
Market believes the strong shopping festival GMV growth performance should provide upside to its 4Q20 
results; given that consensus forecast its 4Q20 revenue growth was only 27% YoY. (2) According to Reuter, 
JD has granted approval from Hong Kong stock exchange for its listing, which could raise c.USD3b. The 
estimated application will be scheduled on late-Nov/Dec.  
 
AAC Tech (2018 HK) 
AAC's 3Q20 revenue declined by 9.8% YoY to RMB4.5b due to cyclicality in global smartphone market and 
delays in new models. Give that its gross profit margin declined by 6ppts to 23.6% (vs. 3Q19 of 29.6%), its 
3Q20 net profit slumped 38% to RMB430m. On the positive sign, on QoQ basis, its margin and earnings 
improved on the back of improved product portfolio and better cost control, GPM improved QoQ by 
0.3ppts and net profit grew by 60.7% QoQ. The company will shift more on optics segment. The company 
stated that gross margin of plastic lens products continued its sequential uptrend, with gross margin in 
Sept further increased to 27.8%. New products such as main cameras of high resolution and small head 
cameras of high value are gradually set to be launched. Looking ahead, the company confirmed Wafer-
level Glass ("WLG") hybrid lens projects with customers, which are targeted to start mass production and 
shipment in 1H21E. Gross margin contraction will still be a concern. Technically, the stock will have a 
strong resistance level at its 100-day Moving Average (i.e. HKD49.0).   
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