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Market Overview 
Yesterday, the Hang Seng Index approaches 12-month high as technology 
stocks rally, telecoms stocks also surged after recent sell-off. China 
Mobile (941 HK), China Telecom (728 HK) and China Unicom (762 HK) 
jumped at the range of 1.5%-5.7%, following decisions by major index 
compilers to remove them from several global stock and bond indices. 
The Hang Seng Index was slightly up 30pts to 27,908pts. The daily 
turnover remained high level at HKD254.1b. BYD Co. (1211 HK), Sunny 
Optical (2382 HK), AIA (1299 HK) and CMB (3968 HK) share price reached 
their record high yesterday. 

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

China Brokerage  
Although it is expected to see a tightening system liquidity in China market in 2021E, market believes the 
A-share market can continue enjoying incremental liquidity, mainly driven by the ongoing household asset 
re-allocation into the equity market, catalyzed by property tightening, reduced supply of high yield/ 
fixed return products, and a faster roll out of the tax deferred pension insurance. Market forecast A-share 
market to record RMB1.8tri to RMB2tri net fund inflow in 2021E, with mutual funds, a preferred channel 
for households to gain equity exposure, as the biggest driver. Related stocks: CITIC Sec (6030 HK), CICC 
(3908 HK).  
 
China SaaS (Software as a Service)  
Market is positive on the China SaaS market with the following reasons: (1) strong growth ahead. 
According to IDC, China's public cloud SaaS market is expected to grow at a c.31% CAGR for 2019-24E, to 
reach USD11.6b, outpacing the 15% CAGR of the global public cloud SaaS market. China currently only 
accounted for 2.8% of the global public cloud SaaS market in 2020E, it is expected that China is gradually 
taking larger share with faster growth; (2) Increase in penetration. Per IDC data, China SaaS spending 
penetration ratio (measured by SaaS spending as % of total software spending) was only 5.3% in 2015, 
compared to a 13.1% global average, and then increased to 14.9% in 2019 (vs. 20.4% for the global 
average); (3) China SaaS players are gaining shares in domestic market with improving operating metrics 
(vs. US players). Related stocks: Kingdee (268 HK), Kingsoft (3888 HK). 

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

AIA (1299 HK) 
Its management stated the company will focus on 4 areas when entering into China market: (1) better 
understand customers and tailor services according to different segments of customers, particularly in 
health services and senior-care services; (2) accelerate digitization as AIA China sees competition in 
digitization moving from automation at the moment to data analytics; (3) explore new investment 
opportunities after AIA China’s subsidiarization, including private equity, equity placements, and 
properties. The company also plans to set up an independent asset management arm in China; and (4) 
highlight its strength in talent development and talent acquisition. Market believes AIA will be the key 
beneficiary of China’s insurance industry opening up. 
 
UPC (220 HK) 
The company expected to record low-single digit % YoY overall sales growth in its 4Q20 results with 
higher growth in beverages and nearly flattish growth in noodles. Its management stated that the 
profitability of noodles was adversely affected by increases in palm oil prices, while beverage profit 



benefited from favorable PET prices. Looking into 2021E, UPC will focus more on increasing sales by 
optimizing product mix, leveraging its enhanced channel management capability. It expects positive sales 
growth for noodles and a higher growth rate for beverages in 2021. Overall, UPC expects high-single-digits 
to over 10% sales growth in 2021E, supported by high-end products and channel management. 
 
Nissin (1475 HK) 
Market raises concern on Nissin's FY21E earnings growth, reflecting rising competition and margin 
pressure.  Nissin’s key instant noodles peers Tingyi (322 HK) and UPC (220 HK) both stated that they will 
be on premiumization strategy in 2021E, and rising competition is expected to be the key risk for Nissin. 
Following the >30% rise in palm oil price, the full-year contribution of Nissin’s lower-margin Shanghai 
distribution business and an increase in A&P spending in 2021E, there will be downside risk on its GPM. As 
the impact of COVID-19 is gradually fading out, the demand for instant noodles is likely to normalize in 
FY21E; Also, due to the high base in 1Q20, its 1H21E sales are likely to be weak. 
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