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Hong Kong 2021 
Market Overview 

Entering into year 2021, Hong Kong stocks market is expected to improve 
over hopes that a vaccine rollout will stem the spread of COVID-19 and 
put global economies on the road to recovery in 2021, alongside 
unprecedented levels of stimulus rolled out globally. Valuation-wise, the 
Hang Seng Index is currently trading at 15-16x forward PER, compared 
with U.S., Japan and Germany markets of 35x, 37x and 66x; the Hang 
Seng Index P/B ratio is around 1.3x, also lower than U.S., Japan and 
Germany of 4x, 2x and 1.7x. Once the economy recovery is faster than 
expected, continuous inflow from Southbound capital and reform of Hong 
Kong stock market, including the criteria of the inclusion of "Stock 
Connect" and the constituents of Hang Seng Index, the Hang Seng Index 
valuation should have a higher valuation and the target of the Hang Seng 
Index will be at 29,500pts.    

2021 Investment Themes 
------------------------------------------------------------------------------------------------------------ 

(1) China Auto 
There are positive long-term developments for China Auto, including "Energy-saving vehicle and NEV 
Technology Roadmap 2.0" and "Intelligent Connected Vehicle Technology Roadmap 2.0". By 2025E, it is 
targted NEV (EV>90%) to account for c.20% of total sales volume; PA/ CA vehicles (L2/L3) to account 
for >50% of total new car sales volume; By 2035E, NEV to account for >50% of total sales volume; 
intelligent connected vehicles to be deeply integrated with intelligent energy, intelligent traffic and 
intelligent cities. Related stocks: Great Wall Motor (2333 HK), Geely Auto (175 HK), Nexteer (1316 HK). 
 
(2) China Clean Energy  
China clean energy is benefitted from the Chinese government carbon neutrality goals. To reduce carbon 
emissions, China will strictly control coal consumption, which will include the reasonable control of the 
scale of coal power development, vigorously promoting the replacement of coal and gas by electricity, 
and increasing the control of bulk coal. China will vigorously promote the development of non-fossil 
energy, esp. the development of clean energy, which will help build an industry that can adapt to the 
application of high proportion of clean energy. Market believes China's wind and solar power producers 
need the right incentives and market reforms to increase the contribution of non-fossil fuels to 25% of the 
total energy consumption mix by 2030E. Related stocks: China Longyuan (916 HK), Flat Glass (6865 HK), 
GCL Poly Energy (3800 HK). 
 
(3) China SaaS  
SaaS (Software as a Service), is the service model in which the supplier puts the standard application 
software on the server, and the customer orders and pays from the supplier on demand. Compared with 
the developed SaaS application market abroad, the Chinese SaaS market is still in its early stage. Backed 
by the supportive policies and various incentives in China, the market size of SaaS market is increasing in 
the past few years. It is expected that market size of China SaaS industry to increase to RMB47.4b in 
2020E, and account for 9.3% of the total SaaS market in 2020E. Related stocks: Kingdee Int'l (268 HK), 
Weimob Inc (2013 HK), Kingsoft (3888 HK). 
 
(4) China Consumer 
The Chinese government has remarked in the “Proposals for formulating the 14th Five-Year Plan (2021-
2025E) for National Economic and Social Development and the Long-Range Objectives Through the Year 
2035” that China should establish a new development pattern where domestic and foreign markets can 
boost each other with domestic market as the mainstay. "Dual circulation" is sticking to expand domestic 
demand as a strategic underpinning and fostering a positive cycle of the national economy through 



production, distribution, circulation and consumption from the Chinese market. The “dual circulation” is 
critical to releasing market potentials from the Chinese domestic market and stimulating the domestic 
demand thus facilitating the development of the consumer industry, which should benefit the ones with 
leading and unique position. Related stocks: Nongfu Spring (9633 HK), Blue Moon (6993 HK), Mengniu 
Dairy (2319 HK). 

 

DISCLAIMERS  
 
This Dim Sum Daily is prepared for general circulation and for information purposes only.  It is not an investment research or a research 
recommendation, as it does not constitute substantive research or analysis.  The material contained herein is intended as a general 
market commentary.  Information contained herein is based on data obtained from recognized statistical services, issuer reports or 
communications, or other sources believed to be reliable. However, Kim Eng Securities (HK) Ltd, its subsidiary and affiliates 
(collectively, “Kim Eng (HK)”) do not independently verify such information and consequently no representation is made as to the 
accuracy or completeness of such information. Kim Eng (HK) does not take responsibility for any loss occasioned by reliance placed 
upon the contents hereof. Any statements nonfactual in nature constitute only current opinions, which are subject to change at any 
time without prior notice. Kim Eng (HK) or its officers, directors, analysts, or employees may, to the extent permitted by law, from 
time to time participate or invest in financing transaction with any company mentioned herein; may have positions in securities or 
commodities referred to herein, and may, as principal or agent, buy and sell such securities or commodities. An employee, analyst, 
officer, or a director of Kim Eng (HK) may serve as a director for companies mentioned in this email. Neither the information nor 
opinion expressed in this email shall constitute a solicitation to buy or sell any securities. There may be instances when fundamental, 
technical, and quantitative opinions may not be in concert. Kim Eng (HK) may from time to time perform investment banking or other 
services for, or solicit investment banking or other business from, any company mentioned in this email. This Dim Sum Daily is prepared 
for the use of Kim Eng (HK)’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other 
party in whole or in part in any form or manner without the prior express written consent of Kim Eng (HK) and Kim Eng (HK) accepts no 
liability whatsoever for the actions of third parties in this respect. There are risks inherent in international investments, which may 
make such investments unsuitable for certain clients. These include, for example, economic, political, currency exchange rate 
fluctuations, and limited availability of information on international securities. Kim Eng (HK) recommends that you obtain the advice of 
your Financial Advisor regarding this or other investment in order to confirm to your financial resources and risk preference. 

 
 
 
 
 
 
 
 
 
 
 
 
 

 


