
 

           

 

 

 

 

 

 

 

 

 

 

 

          

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 
 
 

  

       

Market Commentary     

It could be a happy Friday for markets 

• It could be a potentially very happy Friday for risk assets as investors 

increasingly accept that signs of robust inflation are little more than 

transitory growing pains. Most major equity gauges are up strongly 

for May as it draws to a close, with the Nasdaq the exception, 

proving that the rotation to value trade is ruling sentiment. Asian 

equities are likely to get an especially strong lead today from 

Tokyo, after the yen dropped overnight to bolster the outlook for 

exporters. Investors will also be keeping a close eye on China in the 

hopes it can build on gains that see the CSI 300 Index poised for its 

best month this year. Yesterday, Asia put in a mixed performance, 

with the Nikkei 225 easing 0.3% in Tokyo and the Hang Seng slipping 

0.2%, while the Shanghai Composite rose 0.4%. The Straits Times 

Index rose 0.6% or 18.73 points to finish the day at 3,164.82.  

• US stocks mostly rose on Thursday after weekly jobless claims came 

in lower than expected and other economic data pointed to a 

continued rebound. The Dow Jones Industrial Average rose 141.59 

points, or 0.41%, to 34,464.64, the S&P 500 gained 4.89 points, or 

0.12%, to 4,200.88 and the Nasdaq Composite dropped 1.72 points, 

or 0.01%, to 13,736.28. Technology stocks underperformed the more 

economically sensitive ones, as the economic data helped push 

the 10-year Treasury yield up to 1.6% from 1.58% at Wednesday’s 

close. Higher long-dated bond yields erode the value of future 

cash flows, especially for growing technology companies, which 

expect to see a bulk of their profits come farther into the future. 

Satisfactory US economic data lifted market sentiment 

• A slew of US economic data hit on Thursday, most of which was 

satisfactory to investors, lifting market sentiment. The Labour 

Department reported initial jobless claims of 406,000, compared 

with expectations of 425,000. Claims are at a new pandemic low, 

keeping on a downward trend. Gross domestic product growth 

revisions held steady at 6.4%. Durable goods orders fell1.3% month-

over-month in April, but Citigroup economists note that orders 

would have risen if not for declines in transportation goods. 
 

___________________________________________________________________________________________________________ 

 

Key Research Idea 

Sino Biopharmaceutical Ltd (1177 HK) - Solid 1Q21 

Headquartered in Hong Kong and Beijing, Sino Biopharmaceutical (中国

生物制药有限公司, SBP) is a leading drug manufacturer in China with a 

competitive drug portfolio, strong sales force and promising pipeline. FY20 

revenue contributors by major disease areas were: oncology 32.2%, 

hepatitis ~15.9%, orthopedic 8.8%, respiratory system 6.2%, anti-infectious 

medicines 5.6% and others 31.3%. SBP is the industry leader for liver 

diseases drugs, a segment with annual sales revenue exceeding CNY 1bn 

and accounts for about a quarter of the overall sales of the liver disease 

market in China. While ongoing healthcare reforms focusing on price and 

quality controls should weigh on margins and may continue to trigger 

occasional volatility in sector share prices, following Covid-19, there 

should also be greater policy support for domestic drug innovation, which 

benefits pharmas (such as SBP) with strong R&D focus and growing 

pipelines. SBP has a 15.03% equity stake in Sinovac. BUY. (Research Team) 

 

 

Singapore Market Statistics     

  Close Net Chg % Chg 

Straits Times Index 3,164.8 18.7 0.6% 

FTSE ST Financials 1,057.6 8.2 0.8% 

FTSE ST REITs 838.0 -3.1 -0.4% 

FTSE ST Real Estate 785.0 -0.7 -0.1% 

        

Vol (m) 2,614.1 667.5 34.3% 

Turnover (m) 3,347.2 2,072.1 162.5% 

52 week range 2,420.8 - 3,237.2 

Gainers / losers 300    /   192   

        

World indices       

  Close Chg % Chg 

S&P 500 4,200.9 4.9 0.1% 

DJI 34,464.6 141.6 0.4% 

Nasdaq Comp 13,736.3 -1.7 0.0% 

FTSE 100 7,019.7 -7.3 -0.1% 

        

Nikkei 225 28,549.0 -93.2 -0.3% 

Hang Seng Index 29,113.2 -52.8 -0.2% 

SHSE Comp Index 3,608.9 15.5 0.4% 

SZSE Comp Index 2,399.3 18.7 0.8% 

KLCI 1,593.9 16.1 1.0% 

JCI 5,841.8 26.0 0.4% 

SET 1,583.0 14.4 0.9% 

KOSPI 3,165.5 -2.9 -0.1% 

TWSE 16,601.6 -42.1 -0.3% 

        

FX & Commodities       

    Close % Chg 

USDSGD   1.3243 0.0% 

USDJPY   109.81 -0.6% 

USDCNY   6.383 0.1% 

USDHKD   7.761 0.0% 

        

WTI Crude USD/bbl. 66.85 1.0% 

Brent USD/bbl. 69.46 0.9% 

Gold USD/oz. 1,896.54 0.0% 

Silver USD/oz. 27.84 0.6% 

        

Source: Bloomberg 
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Research Ideas 

Sino Biopharmaceutical Ltd (1177 HK) - Solid 

1Q21 

 
• 1Q21 results beat expectations, driven by 

new drugs contribution and its share of 
Sinovac vaccine related profits. 

• Oncology sales remain a bright spot, 
contributing 36.4% of overall group revenue.  

• Pipeline of new drugs remain promising, 
while impact from the pandemic and 
volume-based procurement program should 
gradually improve.  

• Fair value raised to HKD10.20 based on a 
positive growth outlook driven by a solid 
pipeline of new drugs, with a discount 
applied to reflect the company’s below 
industry-median ESG performance. 

 

1Q21 results beat expectations, driven by new 

drugs contribution and its share of vaccine 

related profits 

Revenue of CNY7.2bn grew 16.4% yoy while PATMI 

of CNY1.9bn grew 118.5% yoy. Sale of new 

products of CNY3.4bn grew 67% yoy, and 

contributed 47.4% of total group revenue. 1Q21 

gross profit margin was 80.5%, up from the average 

78.1% in FY20. 1Q profit attributable from associates 

and joint venture (mostly its Sinovac investment, 

15.03% equity stake) was CNY1.5bn, which resulted 

in the stronger than expected bottom line 

performance.  

 

Oncology medicine drove sales, with total 

segment sales of CNY2.6bn growing 31.8% yoy 

Key products here included Anlotinib, Qingkeshu 

(Abiraterone-prostrate cancer drug on the national 

drug procurement list), targeted therapy drugs for 

myeloma (Qianping/Borezomib for injections), 

Andxian, Anyue, Leweixin, Qingkeyi (first generic 

drug for breast cancer treatment), Weishou (first 

generic for leukaemia treatment) etc. Within the 

cardiovascular and cerebrovascular segment, 8 

products by the group were included in the past 

four national procurement exercises.  

 

Update on other segments 

Hepatitis medicines sales of CNY945.8mn saw 

better recovery and contributed 13.1% of group 

revenues, while sales of cardio-cerebral medicines 

of CNY748.95mn contributed 10.4% of overall 

revenues. Smaller contributing segments remained 

respiratory system and parenteral nutritious 

medicines, which represented 7.8% and 3.8% 

respectively of total top line.   

 
A quarterly dividend of HK2cents/share was 

declared 

As of end 1Q, cash and bank balances was about 

CNY7.9bn.  

 

Industry still seeing pressure, although there have 

been gradual improvements 

Following the pandemic, hospitals in China have 

resumed most operations, diagnostics and 

treatments. However, the industry continues to see 

pressure from the ongoing medical reform with 

implementation of the DRG (diagnosis related 

group) payment system in hospitals sped up by the 

government, while DIP (diagnosis-intervention 

packet payment) and diverse medical insurance 

fee control policies were implemented with the 

goal of strengthening clinical diagnosis and 

treatment guidelines, operation standards and 

optimize/reduce proportion of drug costs. The 

fourth batch of the centralized procurement had 

covered 45 product types with average price cuts 

of 52%, this will be a normal process expected in 

the sector going forth with drug procurement in 

future to be linked to the national reimbursement 

drug list (NRDL) and widening range of drugs 

covered that are used in higher volumes (which 

implies ongoing profitability pressures for China’s 

pharma firms although those with strong 

production and research capabilities such as SBP 

should be better positioned to gain market share in 

such an environment).  

 

ESG performance continues to lag peers in 

managing its ESG risks (in particular talent 

management), with potential concerns flagged 

concerning board and ownership structure 

(governance aspects, as the board does not have 

independent majority with executives and family 

members serving on it). However, on the product 

side, it has programs to manage risks relating to 

quality and safety which include certification to ISO 

9001 standards, with no evidence of significant 

product recalls or regulatory warning letters over 

the past three years (as of Oct 2020).  

 

Upcoming 5th round of centralized procurement 

program in China  

The company has an estimated 15 drugs that may 

be included in the programme, majority of which 

are new drugs with limited impact expected. 

 

Fair value raised to HKD10.20 (DCF based, implies 

FY22E PER of 30x), with estimates lifted to reflect 

contribution from the Sinovac investment (planning 

for full year capacity of 2bn doses per year, 
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approved in 30+ countries for Covid-19 

management) and a solid pipeline of new 

products as the company continues to report 

progress in its innovative drugs pipeline (41 

innovative drug candidates in clinical/approval 

stages, out of which 27 are oncology assets). On 

the other hand, we have applied a 10% discount to 

our valuation to reflect the group’s ESG 

performance lower than industry average. For its 

core business, we expect a stronger recovery in 2H, 

which should be supported by potential launch of 

PD-1 and rh coagulation factor VII, volume growth 

for budesonide (from GPO) and new generic 

launches. Key drugs expected to be launched this 

year include AK105 (PD-1 mAB, which was 

developed with Akeso), coagulation factor VIII, 

lenvatib generic, Humira biosimilar etc.  

 

Looking ahead, the company’s strategic focus 

remains on research and development, aiming to 

continue the recent success of 50 drugs launched 

on/after 2018 which saw related revenue grow 

over 90% during the review period. In terms of its 

longer-term growth target, management had 

previously shared the company’s goal to increase 

revenue contribution from innovative drugs from 

~20% to 50% in the next 5-10 years and expects to 

release 2-3 innovative drugs annually from 2021. 

BUY. (Research Team) 

 

 

 
 

Xiaomi Corp (1810 HK) - Good quarter with 

better-than-expected gross margin 

 
• Strong beat in 1Q21 with premiumization driving 

upside in smartphone and internet services 

• Regulatory risks as near-term headwinds for 
fintech while April CAICT data leaves us 
cautious 

• ESG concerns over ability to implement 
responsible practices in its supply chain; FV of 
HKD30.74 (previously HKD27.40) 

 

Strong scorecard to start the year 

Xiaomi’s 1Q21 results came in above expectations. 

Revenue grew 54.7% YoY to RMB76.9b, which was 

~3% ahead of consensus. Gross margin increased 

by 3.2ppts YoY to 18.4%; smartphone gross margin 

rose to 12.9% (+4.8ppts YoY) on the back of 

improved product mix and fewer discount activities 

due to the ongoing supply shortage. R&D expenses 

grew 61% YoY as Xiaomi continues to pursue 

cutting-edge technology in its business – the group 

highlighted its intention of recruiting another 5,000 

engineers in 2021. Adjusted net profit grew 164% 

YoY to RMB6.1b, which beat consensus estimates 

by ~54%. We note that MAU of MIUI in China in Mar 

21 grew at a robust clip of 6.9% from Dec 20 to 

reach 118.6m.  

 

Making further inroads in its smartphone strategy  

Management noted that with good products and 

product mix, the group should be able to maintain 

healthy smartphone gross margins, but the priority is 

still to enlarge the customer base rather than just 

on gross margins alone. To that end, the strategy 

remains to grow offline channels and retail stores in 

China and carrier channels overseas. 

Management shared that Xiaomi’s inventory level 

remains healthy and even in the face of the 

ongoing chip shortages, preparations have been 

made in terms of raw materials for 2H21. 

Management opines that this ongoing issue is 

unlikely to be resolved within this year, but 

improvements should be seen in 2H21.  

 

FV of HKD30.74 

The group also saw good revenue growth of 11.4% 

YoY in the internet services segment to reach 

RMB6.6b. Advertising revenue growth was off the 

back of higher pre-install and search revenue on 

premium smartphones. Gaming did well too as the 

move to premium smartphones also generated a 

higher gaming GMV. On fintech, we believe that 

there could still be some near-term overhang as 

Xiaomi continues to wind down its use of balance 

sheet and loan products. Furthermore, regulatory 

risks could also result in relatively modest growth for 

this segment moving forward. In our view, Xiaomi 

remains on track to deliver strong growth in its 

smartphone strategy, with premiumization in the 

product mix helping to also drive growth in internet 

services. However, we remain cautious in the near-

term, given more modest April CAICT China 

smartphone shipment numbers. From an ESG 

perspective, Xiaomi could face potential 

challenges in implementing responsible practices in 

its supply chain, given that its suppliers are mainly 

based in countries where regulatory labor 

standards are less stringent relative to global 

standards. Thus, we incorporate a 5% discount on 

our target multiple, and following adjustments, we 

raise our FV from HKD27.40 to HKD30.74. HOLD. 

(Research Team) 
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 Latest OIR Reports 

 No. 
Report 

Date 
Mkt      

Stock / Sector /  

Market 

    

4 
Report Title    

Bloomberg 

Ticker 
Rating 

Fair 

Value 

 1 27 May 2021 HK  Sino Biopharmaceutical  Solid 1Q21  1177 HK BUY   HKD 10.20 

 2 27 May 2021 HK   Xiaomi Corp    
Good quarter with better-than-

expected gross margin 
  1810 HK HOLD  HKD 30.74 

 3 25 May 2021 HK  CSPC Pharmaceutical 

Group  
 1Q beat  1093 HK BUY   HKD 13.00 

 4 24 May 2021 US   US Real Estate Sector    
Recovery to be supported by policy 

tailwinds 
  - - - 

 5 21 May 2021 SG  Singapore Airlines   Tapping on additional Mandatory 

Convertible Bonds 
 SIA SP HOLD   SGD 4.75 

 6 21 May 2021 HK   Tencent Holdings    Et tu, Tencent?   700 HK BUY   HKD 703 

 7 20 May 2021 SG  City Developments  Challenging environment to persist  CIT SP BUY   SGD 9.12 

 8 20 May 2021 
US 

HK 
  JD.com   Growing but disciplined   

JD US  

9618 HK 
BUY   

USD 95  

HKD 369 

 9 20 May 2021 
US 

HK 
 Trip.com   Solid recovery trend   TCOM US    

9961 HK 
BUY   

USD 48    

HKD 372  

 10 19 May 2021 
US 

HK 
  Baidu Inc    Good underlying momentum   

BIDU US    

9888 HK 
BUY   

USD 319  

HKD 309 

 11 18 May 2021 
HK 

CH 
 Anhui Conch Cement   Modest 1Q due to higher costs   914 HK   

600585 CH 

BUY    

HOLD  

HKD 58.20               

CNY 48.50  

 12 18 May 2021 SG   Golden Agri-Resources    A good start to the year   GGR SP HOLD   SGD 0.25 

 13 18 May 2021 EU  EU Utilities Sector   Re-inventing power generation  - - - 

 14 17 May 2021 US   Farfetch Ltd   Firing on all cylinders    FTCH US BUY   USD 69.00 

 15 17 May 2021 SG  Thai Beverage   Aided by prudent cost management   THBEV SP BUY   SGD 0.91 

 16 17 May 2021 HK   Geely Automobile    Near term headwinds   175 HK BUY   HKD 25.70 

 17 17 May 2021 HK  China State Construction 

Intl  
 Aided by style rotation  3311 HK HOLD   HKD 5.83 

 18 17 May 2021 SG   Singapore Strategy    Powered by Green and Innovation   - - - 

 19 17 May 2021 SG  Singapore REITs Sector   Not back to square one  - - - 

 20 17 May 2021 
HK 

CH 
  China Strategy   

China domestic consumption: 

Favourable structural trends intact 
  - - - 
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STI Stocks Sorted by Market Capitalisation (US$m) 

   Code Company 

Price on Mkt 

Cap 

Eqy 

Beta 
  Div Yield (%)   P/E Ratio (x)   Recommendation   

27 May 2021 US$m (x)   Hist F1   Hist F1 F2   Buy Hold Sell Total   

 1 DBS SP DBS Group Hldgs  SGD 30.06 58,154 1.1   2.4 3.7   14 12 11   15 6 0 21   

 2 JM SP Jardine Matheson Hldgs USD 64.49 47,551 0.7   2.7 2.7   - 15 12   1 5 1 7   

 3 OCBC SP OCBC SGD 12.40 41,912 1.0   2.6 4.1   13 11 11   18 4 0 22   

 4 UOB SP United Overseas Bank  SGD 26.01 32,891 1.1   3.0 4.2   15 11 10   17 2 1 20   

 5 ST SP Spore Telecoms  SGD 2.45 30,547 0.9   3.1 4.6   72 17 14   15 4 0 19   

 6 WIL SP Wilmar Int'l  SGD 4.82 22,954 0.9   2.7 3.1   15 14 14   14 1 0 15   

 7 CAPL SP CapitaLand  SGD 3.68 14,456 1.1   2.4 2.9   - 18 14   13 2 0 15   

 8 THBEV SP Thai Beverage SGD 0.70 13,275 1.1   3.2 3.2   18 16 15   17 0 0 17   

 9 HKL SP Hongkong Land USD 4.90 11,436 1.0   4.5 4.5   - 11 11   9 4 1 14   

 10 SIA SP Spore Airlines  SGD 4.96 11,103 1.2   - 0.0   - - 33   2 3 7 12   

 11 CICT SP CapitaLand Mall Trust SGD 2.02 9,877 1.2   3.4 5.3   38 20 17   12 5 0 17   

 12 AREIT SP Ascendas REIT SGD 2.91 9,128 0.9   1.2 5.4   24 20 17   15 3 1 19   

 13 STE SP ST Engrg SGD 3.86 9,091 1.0   3.9 3.9   23 22 20   10 0 2 12   

 14 SGX SP Spore Exchange  SGD 10.54 8,511 0.6   3.0 3.1   24 24 24   9 4 4 17   

 15 GENS SP Genting Spore SGD 0.84 7,606 1.2   4.2 2.6   146 33 19   8 11 1 20   

 16 KEP SP Keppel Corp  SGD 5.32 7,308 1.0   1.9 3.3   - 14 11   11 2 2 15   

 17 JCNC SP Jardine Cycle & Carriage SGD 22.18 6,619 1.2   2.6 3.9   12 10 8   4 0 0 4   

 18 MLT SP Mapletree Logistics Trust SGD 1.97 6,371 0.9   4.1 4.4   18 23 23   10 4 2 16   

 19 DFI SP Dairy Farm Int'l Hldgs USD 4.40 5,953 1.0   3.8 4.1   22 19 15   6 3 0 9   

 20 CIT SP City Developments  SGD 7.67 5,252 1.3   1.0 1.8   - 22 14   15 1 1 17   

 21 MCT SP Mapletree Commercial Trust SGD 2.04 5,114 1.1   5.2 4.7   99 22 21   6 6 2 14   

 22 MINT SP Mapletree Industrial Trust SGD 2.83 5,027 0.9   4.4 4.7   39 21 21   12 3 0 15   

 23 UOL SP UOL Group  SGD 7.34 4,679 0.9   2.0 2.3   474 18 16   8 2 0 10   

 24 YZJSGD SP Yangzijiang Shipbldg SGD 1.50 4,358 1.0   3.0 3.3   10 10 8   7 1 1 9   

 25 VMS SP Venture Corp  SGD 19.07 4,181 0.9   3.9 4.0   19 16 15   7 5 1 13   

 26 FLT SP Frasers Logistics & Comm Trust SGD 1.43 3,702 1.2   4.8 5.5   9 17 19   9 1 0 10   

 27 SATS SP SATS  SGD 3.86 3,263 1.4   - 1.2   - 53 22   4 3 1 8   

 28 KDCREIT SP Keppel DC REIT SGD 2.57 3,170 0.5   3.7 3.9   25 23 23   7 4 1 12   

 29 SCI SP Sembcorp Industries SGD 2.15 2,899 0.9   3.3 2.3   13 12 10   9 0 0 9   

 30 CD SP ComfortDelGro SGD 1.66 2,716 1.1   0.9 3.8   59 18 15   12 0 0 12   

 Source: Bloomberg                                   
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