
28 June 2021
Asia Equity Research

Top of the Pack

4China Communication Infrastructure Sector
New report: Investment ideas from 'New Infrastructure'
Kyna Wong

5Asia PC/Hardware Sector
Implications from CS China team's communication infrastructure report
Jerry Su

6Alchip Tech [3661.TW]
Growing projects and operating leverage now supplemented with Phytium option

Maintain OUTPERFORMHaas Liu

CS Pic of the Day

5G and cloud as the core driver for new infrastructure, supported by
booming data traffic demand and digitalisaton. China's 5G’s
prevalence has been a driving factor for cloud penetration and edge
computing, and we expect 5G capex to be +5% YoY, while tier 1
hyperscale capex should sustain 14%/13% YoY growth in 2021/22.
We expect more policies (capital support, tax credit, R&D subsidies) to
accelerate the development, while enterprises will also drive their own
initiatives for the national missions. Lead companies will also benefit
from regulations that aim to optimise industry resources.

Research by Markets

Australia

7The long and the short of it
Developments Down Under: New EV strategy, offsets controversy, non-renewable
CCS
Phineas Glover

China

8China Healthcare Sector
Innovent's weight loss drug Ph1 data promising; Junshi's COVID antibody US
distribution paused
Yang Huang

9Inspur [000977.SZ]
Well positioned for cloud expansion

Initiating coverage with OUTPERFORMKyna Wong

10Jinko Solar [JKS.N]
Slight beat on 1Q21 gross margin, helped by product-mix change; 2Q21 guidance
stays cautious

Maintain OUTPERFORMGary Zhou

11Tingyi [0322.HK]
Channel reform underpinning future growth

Maintain OUTPERFORMJesalyn Wong

12Trip.com Group [TCOM.OQ]
Domestic travel demand may still see improvement in summer, yet outbound could
take longer to reopen

Maintain OUTPERFORMIvy Ji

13Unisplendour Corp [000938.SZ]
Comprehensive leader of cloud IT infrastructure

Initiating coverage with NEUTRALKyna Wong

India

14Indraprastha Gas Limited [IGAS.BO]
4Q: Loss in industrial segment; new areas contributing to volumes, but with lower
productivity and returns

Maintain NEUTRALAnubhav Aggarwal

Malaysia

15Genting Berhad [GENT.KL]
Viva Las Vegas!

Maintain OUTPERFORMDanny Chan

Philippines

16San Miguel Food and Beverage, Inc. [FB.PS]
Lifting spirits

Maintain OUTPERFORMHazel Tanedo

Thailand

17S Hotels and Resorts Public Company Limited [SHR.BK]
The UK and Maldives portfolio likely to be profitable by 4Q21

Maintain OUTPERFORMThaniya Kevalee

Asia Pacific
Equities Research

Asian Daily (Asia Edition) 
China Communication Infra, Asia PC/Hardware Sector, Alchip Tech

This publication contains summaries of recent Credit Suisse research reports to bring notable Research to your attention. ALL FULL REPORTS OF THE SUMMARIES
IN THIS PUBLICATION CAN BE ACCESSED THROUGH THE LINKS PROVIDED. THE FULL REPORTS INCLUDE RELEVANT DISCLOSURE APPENDIXES, ANALYST
CERTIFICATIONS, LEGAL ENTITY DISCLOSURES AND INFORMATION ABOUT THE STATUS OF NON-U.S ANALYSTS. For the Equity Research Disclosures click here
https://rave.credit-suisse.com/disclosures

Article intended for:

jason.chiu#uobkayhian.com.hk

https://plus.credit-suisse.com/s/_Yilq4AN-e
https://plus.credit-suisse.com/s/_Yilq4AN-e


Connecting clients to corporates

APAC Conference Calls

Smart Grid 101 with Mani Vadari, Founder & President of Modern Grid Solutions
29 June, 12:00Date

Please email Suwimol SuparuksamethaInfo

Great Wall Motor (2333 HK) – Discussion on the 2021 Technology Festival with the
Chairman

29 June, 16:00 HKTDate
Please email Kaman FungInfo

Dial in/passcode will be given upon registration; 
*Only for calls with replays (available 4 hours after live call); 
Hong Kong: 800963117; Singapore: 8006162305; 
China Mainland: 4006322162; 
UK: 8082340072; US: 18554525696; 
Australia: 1800153898; India: 180030000542; 
Japan: 120390774; Philippines: 180016120166; 
South Korea: 079861361602

Corporate Days / Conferences

SGX-CS Singapore Corporate Day
28 - 29 JuneDate
Virtual EventInfo

Credit Suisse Sustainability Week
28 June - 01 JulyDate

Virtual EventInfo

Philippine Day – Finding Alpha 2 : Vaccines and mobility plays
05 - 09 JulyDate

Virtual EventInfo

India Consumer Day
10 - 12 AugustDate

Virtual EventInfo

Indonesia Day
11 - 13 AugustDate

Virtual EventInfo

Taiwan Non-Tech Day
16 - 18 AugustDate

Virtual EventInfo

9th China Internet C-Level Virtual Conference
30 August - 01 SeptemberDate

Hong KongInfo

6th Credit Suisse Japan Kyoto+ Conference
01 - 03 SeptemberDate

Virtual EventInfo

22nd Asian Technology Conference
06 - 10 SeptemberDate

TaipeiInfo

2nd Japan New Economy Day
28 - 30 SeptemberDate

Virtual EventInfo

12th Annual China Investment Conference
01 - 05 NovemberDate

ShenzhenInfo

Japan Corporate Day
17 - 19 NovemberDate

Virtual EventInfo

Hong Kong / China (Non-deal roadshow)

Montage Technology (688008.SS)
29 June, ShanghaiDate

Chaolien TsengInfo

China Gas Holdings (0384.HK)
05 July, Hong KongDate

Gary ZhouInfo

Key Changes

EPS TP

(% change) T+1 T+2 Chg Up/
Dn Rating

Unisplendour InitiationInitiation n.a. 9.0 N

IGL (8.1) 3.6 3.3 (2.4) N

Jinko (8.4) (0.0) (6.2)41.9 O

Inspur InitiationInitiation n.a. 29.7 O

San Miguel Food 12.3 26.6 10.015.8 O

Trip.com Group (9.3) (9.5) (4.1)31.5 O

Shengyi 0.7 (1.4) 0.6 37.8 O

ZTE (H) 0.0 7.5 16.922.9 O

Alchip 0.0 (0.0) 22.515.0 O

Tingyi 14.4 n.a. 6.1 17.3 O
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Asian Indices - Performance

% change Latest 1D % 1W % 3M % YTD %

ASX300 7,302 0.5 (0.8) 7.2 11.1

CSEALL 7,794 0.7 1.0 9.8 15.0

Hang Seng 29,210 1.1 1.4 3.1 7.3

HS H-
Share 10,846 1.6 1.9 (1.1) 1.0

HS Red
Chip 4,070 0.8 0.5 (1.4) 7.1

JCI 6,062 0.8 0.9 (2.2) 1.4

KLSE 1,560 0.3 (1.8) (2.6) (4.1)

KOSPI 3,303 0.5 1.1 8.6 14.9

KSE100 47,811 (0.3) (0.9) 5.0 9.3

NIFTY 50 15,790 0.0 0.7 8.8 12.9

NIKKEI 29,066 0.7 0.4 (0.4) 5.9

TOPIX 1,963 0.8 0.8 (1.1) 8.8

PCOMP 6,951 0.9 1.4 6.2 (2.6)

SET 1,587 0.1 (1.6) 0.7 9.5

STI 3,120 0.0 (0.8) (1.2) 9.7

TWSE 17,503 0.5 1.1 7.3 18.8

VNINDEX 1,381 0.1 0.2 18.8 25.1

Source: Credit Suisse Rave

Asian currencies (vs US$)

%
change Latest 1D % 1W % 3M % YTD % Target

3M
Target
12M

A$ 0.759 0.1 1.5 (0.6) (1.3) 0.79 0.8

Bt 31.8 (0.4) 1.0 2.1 5.7 30.9 30.5

D 23,005 0.0 0.0 (0.3) (0.3) n.a. n.a.

HK$ 7.76 (0.0) (0.0) (0.1) 0.1 7.76 7.8

JPY 110.8 (0.0) 0.6 1.1 7.4 109.0 107.0

NT$ 27.88 (0.1) 0.3 (2.5) (0.7) 31.0 31.0

P 48.47 (0.1) (0.1) 0.1 0.9 47.2 47.0

PRs 157.6 0.0 0.7 1.8 (1.3) n.a. n.a.

RM 4.15 (0.1) 0.4 0.2 3.3 4.08 4.05

Rmb 6.45 (0.2) 0.0 (1.3) (1.1) 6.3 6.29

Rp 14,430 (0.0) 0.4 0.1 2.8 14,100 14,000

Rs 74.18 (0.0) 0.1 2.2 1.6 74.0 73.5

S$ 1.34 (0.1) (0.3) (0.2) 1.6 1.31 1.29

W 1,127 (0.3) (0.7) (0.1) 4.0 1,090 1,080

Source: Credit Suisse Rave

Global Indices

%change Latest 1D % 1W % 3M % YTD %

DJIA 34,197 1.0 1.1 3.4 11.7

S&P 500 4,266 0.6 1.1 7.3 13.6

NASDAQ 14,370 0.7 1.5 9.4 11.5

SOX 3,254 1.8 0.7 4.7 16.4

EU-STOX 3,543 0.7 (1.0) 7.4 14.0

FTSE 7,110 0.5 (0.6) 5.5 10.1

DAX 15,589 0.9 (0.9) 5.7 13.6

CAC-40 6,631 1.2 (0.5) 10.7 19.4

10 YR LB 1.497 (0.1) 3.6 (9.8) 64.2

2 YR LB 0.272 0.7 7.0 93.4 132.2

US$:E 1.194 0.1 0.7 1.2 (2.2)

US$:Y 110.8 (0.0) 0.6 1.1 7.4

GOLD 1,775 (0.2) 0.1 2.5 (6.4)

VIX 15.97 (2.1) (10.0) (15.3) (29.8)

Source: Credit Suisse Rave

Asian Indices

Index EPS grth.(%) P/E (x) Performance
T+1 T+2 T+1 T+2 1D% 1M% YTD%

Asia x
Japan 37.0 12.4 16.2 14.4 0.4 0.7 4.7

Asia Pac x
JP 38.3 11.4 16.5 14.8 0.3 0.5 5.1

Australia 28.9 14.4 20.1 17.6 0.4 2.5 11.6

China 16.3 18.5 16.9 14.3 0.7 0.2 (0.3)

Hong
Kong 32.4 13.2 18.8 16.6 0.0 (1.7) 8.9

India 34.1 16.7 23.4 20.0 0.4 4.1 14.2

Indonesia 29.0 20.1 15.9 13.2 (0.5) (1.1) (9.6)

Japan 20.0 11.6 16.7 15.0 (0.1) 1.7 8.1

Korea 98.0 5.5 12.1 11.5 0.5 3.1 9.6

Malaysia 110.6 (7.4) 12.7 13.7 (0.6) (1.8) (6.2)

Pakistan 26.1 27.0 8.2 6.4 0.1 (0.0) (9.1)

Philippines 51.5 27.4 20.7 16.3 (0.4) 12.0 (2.9)

Singapore 44.7 14.1 15.0 13.1 0.2 (0.8) 9.2

Taiwan 40.8 3.6 16.2 15.7 (0.1) 2.4 15.6

Thailand 58.8 15.0 20.0 17.4 (0.2) 1.0 4.8

Source: Credit Suisse Rave
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China Communication Infrastructure Sector
New report: Investment ideas from 'New Infrastructure'

China’s 'New Infrastructure' is one of the key initiatives of the National
14th Five Year Plan. 5G networks, industrial internet, data centres, and
AI are addressed to facilitate the innovations.

Booming data driving capex demand. 5G and cloud are dual
drivers for new infrastructure, supported by booming data traffic
demand and digitalisaiton. IT spending in China/global should recover
in 2021 and continue the momentum in 2022. China 5G capex is
happening in a controlled manner, 5% YoY in 2021, but 5G’s
prevalence has been a driving factor for cloud penetration and edge
computing. China's tier 1 hyperscale capex rebounded 14% YoY in
2020 and is expected to maintain 14%/13% YoY growth in 2021/22,
driven by China’s migration to cloud. Despite tightening regulations in
the China Internet sector, cloud investment should continue along with
the ‘New Infrastructure’ initiative.

Opportunities from policies and regulations. We expect more
policies to address the details and aim to accelerate developments, and
enterprises to also drive their initiatives to support the national missions.
These should drive more capital support and subsidies (tax credit, R&D
subsidies, etc.) for new infrastructure investments. Besides, we think
the government will also develop regulations to optimise the industry's
development in a sustainable manner and avoid overheating, which
should drive consolidation of the fragmented IDC sector and
benefit the head companies.

IDC/server to ride on cloud. China’s total carrier-neutral data centre
market (by MW) is expected to see 16.7% CAGR over 2019-24 to
6,478 MW, in which hyperscale sees 29.2% CAGR, wholesale 11.7%,
and retail 8%. We see 54% of carrier-neutral IDC demand or ~30%
of total China IDC market from many smaller players (<1% market
share each), and the consolidation should drive M&A opportunities and
replacement demand for lead companies. The latest NDRC policy is
positive for the sector, given: (1) winding out non-competitive smaller
players and consolidating the resources to leading companies, (2)
location shift, and (3) ESG focus driving sustainable demand.

Server to ride on expanding cloud, edge and AI. Our CS US
team forecasts +6.4%/+8.4% unit server growth in 2020/21, with
poor enterprise demand vs much stronger demand from hyperscale/
public cloud customers. We expect public cloud server units to grow
+9.9%/13.6% in 2020/21, outpacing the overall market, and cloud
server revenue to grow +12.8%/15.6% in 2020/21, indicating 3%/2%
ASP increase. Server vendors with higher exposure to cloud are better
poised for growth. China's server market has outgrown the global
market in past years due to promising demand from faster cloud
expansion and better economic growth, and the trend will continue as
IDC forecasts a CAGR of 13% in China vs 7% worldwide in 2021-25.
We believe the trend shall continue to favour Chinese vendors in China
like Inspur, H3C, ZTE, vis-a vis Huawei facing chip shortage while
Lenovo stays more focus on N.A. demand.

Stock calls. The telecom infrastructure sector could ride on tenders
in the near term, and we see high risk-reward for ZTE and Shengyi.
Datacom demand should pick up from 3Q21, benefitting Innolight,
Inspur (initiate with OUTPERFORM and TP of Rmb36.8), Lenovo and
Unisplendour (initiate with NEUTRAL and TP of Rmb23.3). IDC
sentiment could recover in 2H, and our pecking order is 21Vianet,
ChinData then GDS. We also see operators as value plays under the
'New Infrastructure' theme.

5G and cloud as the core driver for new infrastructure, supported
by booming data traffic demand and digitalisaton. China's 5G’s
prevalence has been a driving factor for cloud penetration and edge
computing, and we expect 5G capex to be +5% YoY, while tier 1
hyperscale capex should sustain 14%/13% YoY growth in 2021/22.

▪

We expect more policies (capital support, tax credit, R&D subsidies)
to accelerate the development, while enterprises will also drive their
own initiatives for the national missions. Lead companies will also
benefit from regulations that aim to optimise industry resources.

▪

We see IDC and server riding on China's migration to cloud. We
expect 29.2% CAGR over 2019-24 on hyperscale demand for China
carrier-neutral data centres (MW), and China's server market to grow
at 13% CAGR over 2021-25, outpacing the global 7% CAGR.

▪

We see high near-term risk-reward for ZTE/Shengyi on 5G tender.
Datacom demand may pick up from 3Q21, benefitting from Innolight,
Inspur (initiate with OUTPERFORM, TP of Rmb36.8), Unisplendour
(initiate with NEUTRAL, TP of Rmb23.3), and Lenovo. IDC sentiment
could recover in 2H. Our pecking order is: 21Vianet, ChinData, then
GDS. Operators are value play under 'New Infrastructure'.

▪

Valuation metrics
TP Up/dn DYRating Price Target

chg to TP

Year EPS Chg(%) EPS EPS grth (%) P/E (x)

(%)

P/B (x) ScenarioCompany Ticker

(prev.) Local price (prev.) (%) (%) T T+1 T+2 T+1 T+2 T+1 T+2 T+1 T+2 T+1 T+1 Blue sky Grey sky

21 Vianet VNET.OQ O 22.73 34.8 0.0 53.1 12/20 0.0 0.0 (0.23) 0.06 n.m n.m n.m. 2,562.8 0.0 16.9 48.3 18.9

Shengyi 600183.SS O 23.21 32.1 (31.9) 0.6 38.3 12/20 0.7 (1.4) 1.03 1.24 41.0 20.1 22.4 18.7 2.4 4.8 46.51 19.72

Lenovo Group 0992.HK O 9.06 13.0 0.0 43.5 03/20 0.0 0.0 0.1 0.12 77.4 21.0 11.8 9.8 3.4 3.9 15.0 6.0

Innolight 300308.SZ O 37.66 53.7 0.0 42.6 12/20 0.0 0.0 1.39 1.95 14.0 40.2 27.1 19.3 0.4 2.9 71.0 33.9

GDS GDS.OQ O 77.4 107.1 0.0 38.4 12/20 0.0 0.0 (0.35) 0.09 n.m n.m n.m. 5,624.2 0.0 26.4 134.6 61.7

Chindata CD.OQ O 15.81 19.4 0.0 22.7 12/20 0.0 0.0 0.19 0.26 n.m 33.0 526.2 395.6 0.0 7.0 26.0 12.4

Inspur 000977.SZ O 28.21 36.8 n.a. 30.5 12/20 n.a n.a 1.29 1.68 30.8 29.7 21.8 16.8 0.5 2.5 64.15 17.42

ZTE (H) 0763.HK O 22.65 28.4 (24.3) 16.9 25.4 12/20 0.0 7.5 1.34 1.56 45.1 16.8 14.1 12.1 1.5 1.8 37.6 20.5

China Mobile 0941.HK O 48.3 79.5 0.0 64.6 12/20 0.0 0.0 5.17 5.02 (1.8) (3.0) 7.8 8.0 6.8 0.7 101.0 49.0

China Unicom (H) 0762.HK O 4.2 6.35 0.0 51.2 12/20 0.0 0.0 0.45 0.49 9.9 8.2 7.8 7.2 6.1 0.3 11.2 1.3

China Telecom 0728.HK O 2.72 3.47 0.0 27.6 12/20 0.0 0.0 0.28 0.29 7.5 5.9 8.2 7.7 5.6 0.5 5.64 1.29

Unisplendour 000938.SZ N 21.01 23.3 n.a. 10.9 12/20 n.a n.a 0.82 1.05 6.8 28.1 25.6 20.0 0.6 1.9 39.68 11.4

Source: Refinitiv, Credit Suisse estimates
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Asia PC/Hardware Sector
Implications from CS China team's communication infrastructure report

Cloud in the midst of long-term industry up-cycle. Credit Suisse
China Technology team publishes its latest report on China
Communication Infrastructure Sector, as it sees the server market in
China as a key beneficiary from the New Infrastructure Initiatives under
the National 14th Five Year Plan, despite the recent tightening of
regulations on the internet sector. Specifically, within the China server
market, it believes cloud will continue outperforming on internet services
expansion, along with faster shift to cloud by enterprises especially
fueled by COVID-19. In the near term, it expects China hyperscalers'
capex spending to remain healthy for double digits % YoY growth into
2022, while increasing traction from Intel's latest Ice Lake platform roll-
out will continue to drive better momentum for the sector from 2H21.

Figure 1: Forecasting Taiwan cloud ODMs' sales for 13%/20% YoY in 2021/22E

Source: Company data, Credit Suisse estimates

Overall, we view the latest report from China Tech team as consistent
with our highlights that the long-term data workflow shift to cloud is the
key driver for Taiwan cloud ODMs, along with ODM Direct proliferation
(32% in 2020 vs 16% in 2016). We also see accelerating momentum
from Intel's 3rd Gen Ice Lake CPU roll-out in the near term amid healthy
capex spending by US hyperscalers, as well as new Eagle Stream
platform to be launched in 2022. Nevertheless, we believe the ongoing
components tightness remains a headwind in the near term, although
US hyperscalers should see more manageable impact on supplies'
prioritisation and better procurement advantages. We forecast Taiwan
cloud ODMs' sales to grow 13% and 20% YoY in 2021/22E, vs top-7
hyperscalers' capex growth of 18% and 11% YoY.

China localisation and simultaneous decoupling by US chain.
For the China market, the team expects decoupling of supply chain to
continue, after the US/China trade tension since 2H18. Although local

Chinese vendors have made limited progress into the overseas markets
(except Lenovo), it expects the scale of the domestic market and self-
reliance/preference for local brands provide good opportunities for the
domestic players, presenting them as key beneficiaries from the healthy
cloud outlook long term. By the same token, we continue to believe
Chinese vendors will pose limited challenges to Taiwan cloud ODMs
next few years, especially with the leading US hyperscalers, despite
better progress on the home turf on more competitive pricing offering,
along with preferential policy treatment by the government. However,
we believe Chinese vendors will see even higher pressure from
expanding overseas, given concerns for reliability and security, vs
pricing. Nevertheless, we note Lenovo is the only China-based vendor
that has made good progress at Microsoft (adding board design from
2022 for new platform), as well as benefiting from growing ESMB
sales in China on better market coverage and share gain. We remain
positive on its DCG business in China as the accelerating infrastructure
opportunities (smarty city, smart manufacturing, smart retail, etc.) and
ramp up of its ODM+ business model with diverse production sites,
while higher service attach rate will also support its margin expansion.

Among Taiwan ODMs, we note Inventec (Alibaba/Baidu for 7-10% of
sales) and MiTAC (Inspur for 10-15% of server sales) have a larger
exposure in China. Based on our checks, we believe Taiwan cloud
ODMs, especially Inventec, have been gaining shares vs leading server
China OEMs at China hyperscaler supply chain, after the entity list
ban in the past years by the US government including Inspur, Sugon,
Huawei, etc., while MiTAC saw a larger impact amid Inspur's shares
loss.

Enterprise demand in recovery. Aside from cloud, China Tech team
sees recovery of IT spending in China to drive further enhancement
in local players' long-term competitiveness through digitalisation, which
will likely support continuing recovery of enterprise demand, after the
budget preservation strategy in the past year amid high uncertainty
of COVID-19. Based on our checks, we believe enterprise demand
recovery should first benefit the developed nations, as their economies
open up from increasing vaccination. This will present Inventec, Wistron
and MiTAC as the key beneficiaries given their larger exposure in the
enterprise markets through collaboration with globally leading server
OEMs, although we believe enterprise customers could be in a relatively
disadvantageous position amid components tightness environment.

Prefer Lenovo and Quanta. Within our sector, we like Lenovo as
its leading position in PC should support better sourcing amid the
component supply shortages, while its content increase in server
(adding board design from 2022), share gain and rising services attach
rate will support continued profitability improvement. In addition, we
favour Quanta over other ODMs as the key beneficiary from healthy
cloud and Chromebook/MacBook demand, before seeing a greater
uplift from capitalising the demand take-off from 5G/edge compute.
Lastly, we like Wiwynn as the only pure-play cloud ODM capitalising on
cloud's long-term up-cycle, and Accton as the leading player within the
cloud switch, readying for 400G migration take-off from 2H21.

Cloud in midst of up-cycle. CS China Tech team highlighted its
positive view on China server market with cloud as key driver under
14FYP's New Infra initiative. This is in line with our view on leading
ODMs benefiting from L-T data workflow shift to cloud and ODM
Direct proliferation, but components supply is key overhang to watch.

▪

China localisation and US decoupling two-sided coin. The team
expects China local vendors to benefit amid self-reliance request,
despite limited progress overseas (except Lenovo). We see limited
impact to Taiwan cloud ODMs on reliability and quality concerns,
while Lenovo and Inventec could benefit more from China localisation.

▪

Enterprise demand in recovery. The team also indicated resuming IT
spending to drive L-T competitiveness through digitalisation, which
is consistent with our checks on stabilising enterprise demand, for
which we believe Inventec, Wistron and MiTAC are key beneficiaries.

▪

Prefer Lenovo and Quanta. We like Lenovo on its leadership in PC,
content and share gain in server (ESMB/cloud), while also favouring
Quanta given its leadership in cloud and 5G/edge compute. We also
prefer Wiwynn and Accton for the long-term cloud industry up-cycle.

▪
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Alchip Tech (3661.TW)

Growing projects and operating leverage now supplemented with
Phytium option

2Q21 and 2021 business on track. We expect Alchip's sales to
decline MoM to still on track to its guidance for -3-9% QoQ to
US$85-90 mn in 2Q21 following the QTD strength (+19% QoQ),
driven by the aggressive inventory pull-in from January through May from
its second-largest HPC customer in China and 7nm project tape outs
from its US AI and hyperscaler customers, partially offsetting the loss in
Phytium following the US entity list.

However, we estimate the contribution from the China HPC customer
to drop from 30% in 1H21 to 10% in 2H21 as the customer is winding
down the production for its 7nm projects, dragging Alchip's sales
outlook in 3Q21. The mass production of a 7nm AI inference chipset
project for US hyperscaler should stabilise sales, supporting the
company's full-year sales up 25-30% YoY to US$300 mn+ in 2021E.

Figure 1: Alchip 2Q21-3Q21 and 2021-22 estimates—CS vs street

Source: Company data, the BLOOMBERG PROFESSIONAL™ service, Credit Suisse
estimates

Strong AI and HPC pipeline support faster diversification in
2022-23. We stay positive on Alchip's project pipeline to drive 23%
sales growth in 2022E, including top US AI projects on 7nm ramping
from late 2021 and full-year production in 2022, potentially contributing
30-35% of its sales. In addition, the company should see growing
number of tape outs and projects on 7nm and 5nm across AI training,
AI inference, data centre switch, and GPU from its AI and hyperscaler
customers. We believe the company's growth drivers will be more
balanced between the US and China for 40-45% of sales in 2022-23E
(vs 60-70% from China and 10-15% from the US in 2019-20).

Phytium business, if resumed, could provide 30%/40% upside
to sales/earnings. Alchip has been discussing with the lawyers and
the suppliers if Phytium's NB/PC and server CPUs are subject to the
US EAR (export restriction) since April and expects the process could

Price (25-Jun-21, NT$) 639.00
Mkt cap (NT$/US$ mn) 44,660 / 1,601
Number of shares (mn) 69.89
Free float (%) 73.7
52-wk range (NT$) 974 - 364
ADTO-6M (US$ mn) 94.4

Est. pot. % chg. to TP 15.0
Blue sky scenario (NT$) 770.05
Grey sky scenario (NT$) 440.03
Performance 1M 3M 12M
Absolute (%) 30.4 (31.5) 21.5
Relative (%) 25.2 (38.9) (28.6)

Year 12/19A 12/20E 12/21E 12/22E
Revenue (NT$ mn) 4,332.0 7,078.4 9,102.5 11,189.4
EBITDA (NT$ mn) 1,361.6 2,225.4 2,675.0 3,081.2
EBIT (NT$ mn) 432.9 986.4 1,406.9 1,811.4
Net profit (NT$ mn) 433.5 834.2 1,163.6 1,506.2
EPS (CS adj.) (NT$) 7.22 13.6 17.0 22.0
Chg. from prev. EPS (%) n.a. 0.0 (0.0) 10.0
Consensus EPS (NT$) n.a. 13.61 18.04 20.94
EPS growth (%) 71.9 88.3 24.9 29.4
P/E (x) 88.5 47.0 37.6 29.0
Dividend yield (%) 0.2 0.5 0.9 3.9
EV/EBITDA (x) 30.7 18.7 15.4 13.2
P/B (x) 11.61 10.0 9.29 7.77
ROE (%) 13.9 23.1 27.0 29.1
Net debt/equity (%) (85.4) (75.3) (73.7) (72.2)
Source: Company data, Refinitiv, Credit Suisse estimates

take up 3-4 months to get feedback from the lawyers and US BIS so
could have conclusion by August. Although we do not factor in the
contribution from Phytium, we would note it was a 35-40% customer
for Alchip in 2020, implying US$100 mn run rate based on its existing
3 projects on 16nm and 7nm, potentially lifting additional 25-30% sales
and 35-40% earnings if Alchip could resume the business with Phytium.

Figure 2: Business ex-China CPU remains solid in 2021-22, while Phytium also
provides 25-30% upside

Source: Company data, Credit Suisse estimates

Healthy growth outlook and Phytium option support better
valuation. With the 2021 outlook intact, we keep our EPS at NT$17.0
and raise 2022E EPS from NT$20 to NT$22 to reflect our more positive
view on the company's balanced growth drivers in China and the US.
We stay OUTPERFORM and lift our TP from NT$600 to NT$735 based
on 33x 2022 P/E (vs 30x P/E prior and 20x-40x range). The share
price has rebounded by 47% since our upgrade in May and we stay
optimistic on the company's NRE and turnkey pipelines and operating
leverage to support 21%/28% sales/EPS CAGR growth over
2021-23E and also option to capture the upside from Phytium.

2Q21 and 2021 business on track. Alchip's sales should still be on
track to its guidance for -3-9% QoQ in 2Q21, but could see a 26%
QoQ decline in 3Q21 due to its China HPC customer contribution
drop following the 1H ramp. Full-year sales guidance should remain
intact for +25-30% YoY in 2021 (CS +29%) on high 1H.

▪

Growing AI and HPC pipeline support faster diversification. We
model sales +23% YoY in 2022E, including production ramp for top
US AI projects on 7nm and growing NRE projects for AI, data centre
switch, and GPU balanced between its US and China customers.

▪

Phytium could provide upside. Alchip, based on its schedule,
could provide update on Phytium business in August. We estimate
Phytium's US$100 mn annual opportunity could lift Alchip's sales/
EPS by 25-30%/35-40% if the company could resume the business.

▪

Healthy growth outlook and Phytium option support better
valuation. We keep our FY21E EPS at NT$17 and raise FY22E EPS
to NT$22. We stay OUTPERFORM and lift our TP to NT$735 (from
NT$600) based on 33x 2022E P/E (vs 30x P/E prior and 20x-40x
range) on its solid project pipelines and operating leverage and option
to capture the upside from Phytium.

▪
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The long and the short of it
Developments Down Under: New EV strategy, offsets controversy, non-renewable CCS

NSW Aus leader in EV Strategy: The NSW government will waive
stamp duty on EV purchases and provide subsidies for 25,000 new
purchases as part of a $490 mn strategy to drive uptake of EVs. This is
a considerable backflip from its previously earmarked road user tax for
zero- and low-emissions cars and instead will postpone for six years or
until new EVs make up 30% of new car sales. The move aligns with the
views of Australia’s top economists whom, also this week, cited their
support for subsidising EV purchases and setting a date to ban imports
of ICE cars, while others prefer a carbon tax to lower emissions.

Spotlight shines on regulation of offsets: This week, CS Energy
Analyst Saul Kavonic spoke to the claims that Santos is set to "double-
count" emissions reductions that would be made through its proposed
carbon capture and storage (CCS) venture in SA. The issue highlights
the lack of clear regulation as to whether a company can sell Australian
carbon credit units (ACCUs) to the regulator and claim the offset
towards net zero commitments, and presents a controversial area with
many industry participants not engaging in this practice due to
questions regarding double-counting. Responding to this industry
sentiment, international sustainability strategy firm Point Advisory has
launched NatureCo to develop projects including reforestation in areas
linked with supply chains to drive transparency and avoid accusations
of greenwashing. Similarly, a parliamentary inquiry into NSW's use of
environmental offsets to compensate for habitat destruction caused by
major developments was announced this week to explore how in some
instances promised offsets never eventuated.

S32, Greener post coal: This week, S32 completed divestment of
its South Africa Energy Coal while releasing ~US$700 mn of rehab
provisions on the balance sheet. According to CS Metals and Mining
analyst Matthew Hope, the divestment raises the rating from Neutral
to Outperform as the company is now an ESG-compliant, aluminium-
focused producer, a top pick in a decarbonising world.

Adani obscures details on water plan: According to a report in
The Guardian, an internal email reveals Adani executives adopted a
deliberate press strategy to obscure details about its plans to source

large volumes of water for the Carmichael coalmine. It was confirmed
with the QLD regulator that the only viable source of water to support
mining operations at the project is "associated" groundwater, pumped
from the Carmichael mine site. Yet, the company’s water modelling says
the "associated water" would be less than a quarter of what is required
for mining.

GBR "in danger’: Despite opposition by the Government, UNESCO
said the Great Barrier Reef world heritage site should be put on the in-
danger list at the meeting next month.

Solar industry put on notice for "landfill nightmare": Environment
minister Sussan Ley issued a warning to Australia’s solar industry to get
cracking on an industry-wide approach to recycling PV panels given the
successful uptake of millions of solar panels.

(This is an extract from Phineas Glover's 'The Long and the Short of it'
report, published on 25 June 2021.)

NSW Aus leader in EV Strategy. The NSW government will waive
stamp duty on EV purchases and provide subsidies for 25,000 new
purchases as part of a $490 mn strategy to drive uptake of EVs.

▪

Spotlight shines on regulation of offsets. This week, CS Energy
Analyst Saul Kavonic spoke to the claims that Santos is set to
"double-count" emissions reductions that would be made through its
proposed carbon capture and storage (CCS) venture in SA.

▪

S32, Greener post coal. This week, S32 completed divestment of
its South Africa Energy Coal while releasing ~US$700 mn of rehab
provisions on the balance sheet.

▪

Adani obscures details on water plan: According to a report in
The Guardian, an internal email reveals Adani executives adopted a
deliberate press strategy to obscure details about its plans to source
large volumes of water for the Carmichael coalmine.

▪
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China Healthcare Sector
Innovent's weight loss drug Ph1 data promising; Junshi's COVID antibody US distribution
paused

Innovent recently reported promising Ph1 IBI362 data in weight
lossat ADA 2021. It appears that Innovent intends to develop weight
loss for IBI362's (licensed from Lilly) first indication. The Ph1 IBI362
trial enrolled overweight or obese Chinese participants, instead
diabetes patients. The safety of IBI362 was well tolerated as no patient
discontinued the study due to a safety reason. Additionally, there was
no serious adverse event, no hypoglycemic event, and no pancreatitis
reported. The most common adverse events were gastrointestinal
adverse events and decreased appetite. The efficacy was measured
as change in mean body weight from baseline, which was -3.80 kg
(-4.81%), -5.77 kg (-6.40%), and -5.12 kg (-6.05%) for participants
receiving IBI362 in cohort 1 (dose 1.0-2.0-3.0 mg), 2 (dose 1.5-3.0-4.5
mg), and 3 (dose 2.0-4.0-6.0 mg) , respectively, compared with a +0.37
kg (+0.60%) increase in participants receiving placebo (at week 12).
Meanwhile, waist circumference, body mass index, blood pressure,
and lipid profile also improved in participants receiving IBI362. On a
separate note, Innovent's PD-1 drug just obtained approval for 1L
HCC, making this new indication eligible for NRDL negotiation a few
months later. Recall BeiGene also has two new indication approval for
its PD-1 drug this month.

IBI362 is a unique OXM analog developed to activate GLP-1/
GCCR. IBI362 is a mammalian oxyntomodulin (OXM) analog, while
could bind to glucagon-like peptide-1 receptor (GLP-1R) and glucagon
receptor (GCGR) in human beings simultaneously. It is considered to
be able to improve glucose tolerance and lose weight. In addition to the
effects of traditional GLP-1R agonists on promoting insulin secretion,
lowering blood glucose and reducing body weight, IBI362 may also
increase energy expenditure and improve hepatic fat metabolism
through the activation of glucagon receptor. Innovent licensed IBI362's
China rights from Lilly.

IBI362 appears to have comparable weight loss efficacy vs
GLP-1 drugs. We think, although IBI362 Ph1 data are preliminary,
IBI362 may have efficacy comparable to GLP-1 drugs in terms of
weight loss. Although GLP-1 drugs are indicated for type 2 diabetes
(T2D), a few trials have demonstrated their efficacy in weight loss
for people without underlying T2D. For example, a 2017 The Lancet
Gastroenterology & Hepatology paper reported daily liraglutide at a
higher dose compared to the dose used for treating T2D achieved
significant weight loss at 16 weeks: 5.3 kg in the liraglutide group vs
2.5 kg in the placebo group (p = 0.0009). More recently, a NEJM
paperdemonstrated that once-weekly subcutaneous semaglutide (at a
dose of 2.4 mg, much high than the T2D dose) has significant weight
loss effect: The mean change in body weight from baseline to week
68 was −14.9% in the semaglutide group, compared with −2.4% with
placebo (p < 0.001). Considering the IBI362 Ph1 trial only treated

participants for 12 weeks, we think its weight loss effect could be
bigger if the trial treats longer time.

US paused the distribution of Lilly's COVID neutralisation
antibody (NAb) cocktail therapy, one of antibodies was licensed
from Junshi. US officials cites the cocktail therapy failed to show
effectiveness against the coronavirus variants that were first identified
in Brazil (Gamma variant) and South Africa (Beta variant). The Centers
for Disease Control and Prevention (CDC) said the Gamma and Beta
variants made up for more 11% of infections in the US and the number
is growing. We note that Regeneron and Vir's COVID NAb are effective
against the Gamma and Beta variants, and all three companies' NAb
are effective against the Delta variant, first identified in India. We think
the distribution pause will affect the US sales of Junshi's antibody.
However, given Lilly has already guided down the 2021 sales of COVID
NAb to US$1-1.5 bn from US$2 bn in April, we think the impact of the
news to Junshi should be smaller. Considering Lilly's NAb sales were
more than US$0.8bn in 1Q21, we continue to think Junshi's royalty
revenue from its NAb could be more than US$100 mn this year. But
the total NAb-related revenue could dip in 2021 and afterwards. There
are at least two scenarios that Lilly/Junshi could get back to the game:
Junshi's management let us know that it could initiate clinical trials for
new NAb very soon, which would be effective against new variants.
If Lilly continues to choose to work with Junshi, Junshi's new NAb
may enter the US market; or, if the Delta variant becomes the single
dominating variant in the US, Lilly's NAb cocktail therapy could be used
again because it is effective against the Delta variant and the case
number infected with other variants become small.

Figure 1: Neutralisation of selected SARS-CoV-2 variants by clinical-stage mAbs

Source: Corti et al., 2021, Cell Review

Innovent recently reported promising Ph1 IBI362 data in weight loss
at ADA 2021.
▪

IBI362 is a unique OXM analog developed to activate GLP-1/GCCR.▪
IBI362 appears to have comparable weight loss efficacy vs GLP-1
drugs in the non-diabetes population.
▪

The US paused the distribution of Lilly's COVID neutralisation
antibody (NAb) cocktail therapy, one of the antibodies was licensed
from Junshi.

▪
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Inspur (000977.SZ)

Well positioned for cloud expansion

Riding on China cloud and domestic substitution. Inspur is the
No.1/No.3 server vendor in China/globally. It has proactively shifted
its focus to cloud starting with transformation into JDM from 2017,
and has the highest exposure of c.65% to cloud among domestic
vendors. Cloud server is and should be the fastest-growing sector in
IT infrastructure, while China's vendors are likely to outgrow RoW, with
5G and cloud computing as dual drivers for telecom and datacom
infrastructure investment. Moreover, the self-reliance movement led by
internet and public sectors creates structural opportunities for domestic
substitution, and measures including Whitebox transformation, smart
manufacturing, and vertical integration build defensive advantages over
ODM Direct. We believe Inspur is in the best position among domestic
players.

Value-add driven by AI and edge computing. Inspur suffered
margin decline at the initial stage of transformation but this has currently
bottomed out. With the JDM model setting the benchmark, its gross
margin should see gradual growth with self-efficiency and mix
improvement. Meanwhile, it has reentered the upcycle of ASP
improvement driven by AI and edge computing, where we believe the
trend will continue given its leading place in AI and edge servers.

Figure 1: Inspur took 27% of China
edge servers in 2020 (by shipment)...

Source: IDC, Credit Suisse

Figure 2: ...and 55% of China AI servers
in 2020 (by revenue)

Source: IDC, Credit Suisse

Initiate with OUTPERFORM. We forecast 26% CAGR in earnings
during 2020-23E. Our target price of Rmb36.8 is based on 28.4x
2021E P/E, 0.5 SD above the three-year average of A-share cloud
IT hardware companies. Despite the tightening regulations in China's

Price (25-Jun-21, Rmb) 28.38
Mkt cap (Rmb/US$ mn) 41,257 / 6,392
Number of shares (mn) 1,454
Free float (%) 62.0
52-wk range (Rmb) 46.21 - 24.43
ADTO-6M (US$ mn) 165.0

Est. pot. % chg. to TP 29.7
Blue sky scenario (Rmb) 64.15
Grey sky scenario (Rmb) 17.42
Performance 1M 3M 12M
Absolute (%) (1.1) 0.2 (32.1)
Relative (%) 2.0 (2.1) (56.7)

Year 12/20A 12/21E 12/22E 12/23E
Revenue (Rmb mn) 63,038.0 71,082.6 82,057.9 94,204.1
EBITDA (Rmb mn) 2,501.8 2,761.2 3,396.9 3,963.0
EBIT (Rmb mn) 2,212.9 2,450.7 3,076.7 3,618.3
Net profit (Rmb mn) 1,438.9 1,882.0 2,441.1 2,913.9
EPS (CS adj.) (Rmb) 0.99 1.29 1.68 2.0
Chg. from prev. EPS (%) n.a n.a n.a n.a
Consensus EPS (Rmb) n.a. 1.26 1.65 1.9
EPS growth (%) 33.0 30.8 29.7 19.4
P/E (x) 28.7 21.9 16.9 14.2
Dividend yield (%) 0.4 0.5 0.6 0.8
EV/EBITDA (x) 15.1 12.5 9.4 7.1
P/B (x) 2.86 2.56 2.25 1.97
ROE (%) 11.8 12.3 14.2 14.9
Net debt/equity (%) (23.7) (40.4) (50.7) (61.5)
Source: Company data, Refinitiv, Credit Suisse estimates

internet sector, we expect cloud investment to continue and the
momentum to pick up in 2H21. Thus, Inspur’s valuation will bottom out.

Key risks: (1) geopolitical dispute impacting supply safety, (2)
contraction of CSPs capex, (3) pricing pressure and competition, and
(4) components shortage.

Figure 3: Inspur trades at historical bottom

Source: Refinitiv, IBES, Credit Suisse

Yufeng Shen of Credit Suisse Founder Securities Limited ("CSFS")
provided administrative and other support in the preparation of this
research report that does not require a licence. CSFS is a Sino-foreign
joint venture between Founder Securities Co., Ltd. and Credit Suisse
AG. CSFS is not licensed to provide securities investment advisory
service by the China Securities Regulatory Commission in the People’s
Republic of China.

We initiate coverage on Inspur with an OUTPERFORM rating and a
target price of Rmb36.8, based on 28.4x 2021E P/E, 0.5 SD above
the three-year average of A-share cloud IT hardware companies.
Inspur is the No.1/No.3 server vendor in China/globally.

▪

China's server market should continue to outgrow global (13% vs
7% CAGR in 2021-25), driven by faster cloud expansion. Given the
earlier transformation into JDM and the highest exposure of c.65%
to cloud, we believe Inspur is in the best position to ride on cloud.
Meanwhile, we see structural opportunities of domestic substitution,
which favours domestic vendors, like Inspur, while Huawei is facing a
chip shortage.

▪

We expect AI/edge computing to drive the volume of demand and
value-add of servers. Inspur, as the leading vendor in both fields, will
take advantage of the trend to lift ASP. Given the JDM model, its
gross margin could see gradual growth with better self-efficiency/mix.

▪

We model net income to grow by 28%/30%/20% in 2021-23E.
Despite the tightening regulations in China's internet sector, we
expect cloud investment to continue and momentum to pick up in
2H21. Thus, Inspur’s valuation will bottom out.

▪
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Jinko Solar (JKS.N)

Slight beat on 1Q21 gross margin, helped by product-mix change;
2Q21 guidance stays cautious

1Q20 results were a slight beat. JKS reported a 1Q21 net profit of
US$34 mn (-15% YoY). Adjusting for one-off items (mainly fair value
gain of convertible senior notes and call option), non-GAAP net income
came in at US$7.5 mn, -78% YoY, suggesting continuing earnings
pressure since 4Q20 (US$5.0 mn). External module shipment was slow
at 4.6 GW in 1Q21, while blended gross margin was 17.1% in 1Q21,
higher than the earlier guidance (12-15%), likely due to product-mix
change, with higher contribution from wafer, with higher gross margin
of ~20%, per management.

Figure 1: JKS: Quarterly module external sales volume and blended gross margin
trends

Source: Company data, Credit Suisse estimates

2Q21 outlook challenged by higher poly price, while
management maintained full-year shipment guidance. For 2Q21,
management expects module shipment to be in the range of 4.0-4.2
GW. Blended gross margin is expected to decline to 12-15% as a
result of further rally in poly price in 2Q21 and currency fluctuation.
Management maintained full-year shipment guidance (including solar
modules, cells and wafers) in the range of 25-30 GW and would be
flexible between the production breakdown. The company adjusted
its capacity expansion plan and expects mono wafer/cell/module
production capacities to reach 30 GW/24 GW (including 940 MW N-
type cells)/33 GW by the end of 2021, from the previous guidance of
33 GW/27 GW/37 GW. In order to help secure long-term polysilicon
supply, JKS has also recently invested Rmb0.3 bn for a 9% stake in
Inner Mongolia (I.M.) Xinte Silicon Materials Co.

Price (25-Jun-21, US$) 43.00
Mkt cap (US$ mn) 1,924
Number of shares (mn) 44.73
Free float (%) 112.0
52-wk range (US$) 87.55 - 17.71
ADTO-6M (US$ mn) 32.4

Est. pot. % chg. to TP 41.9
Blue sky scenario (US$) 91.0
Grey sky scenario (US$) 31.0
Performance 1M 3M 12M
Absolute (%) 19.5 (2.2) 143.2
Relative (%) 18.4 (4.3) 118.8

Year 12/20A 12/21E 12/22E 12/23E
Revenue (US$ mn) 5,383.8 7,351.2 8,987.3 9,306.8
EBITDA (US$ mn) 438.6 535.5 730.4 783.6
EBIT (US$ mn) 273.6 325.5 452.3 467.2
Net profit (US$ mn) 146.9 190.4 265.2 317.6
EPS (CS adj.) (US$) 3.22 3.85 5.36 6.42
Chg. from prev. EPS (%) n.a. (8.4) (0.0) (0.0)
Consensus EPS (US$) n.a. 3.05 3.82 4.58
EPS growth (%) 3.8 19.4 39.5 19.8
P/E (x) 13.3 11.2 8.0 6.7
Dividend yield (%) 0.0 0.0 0.0 0.0
EV/EBITDA (x) 8.0 6.8 5.5 4.5
P/B (x) 1.28 1.17 1.02 0.89
ROE (%) 10.2 11.4 13.6 14.2
Net debt/equity (%) 78.6 63.8 61.9 41.7
Source: Company data, Refinitiv, Credit Suisse estimates

Figure 2: JKS: Capacity expansion guidance

Source: Company data

Valuation. We trim our FY21E EPS by 8% due to higher input costs
(mainly polysilicon), with DCF-based TP revised to US$61.00 (from
US$65.00). Within the China solar sector, we prefer polysilicon names
(Daqo, Tongwei, TBEA) in the near term.

Figure 3: Solar sector valuations comparison

Source: Company data, Credit Suisse estimates

Chen Dai of Credit Suisse Founder Securities Limited ("CSFS")
provided administrative and other support in the preparation of this
research bulletin that do not require a license. CSFS is a SinoForeign
joint venture between Founder Securities Co., Ltd. and Credit Suisse
AG. CSFS is not licensed to provide securities investment advisory
service by the China Securities Regulatory Commission in the People’s
Republic of China.

Jinko Solar (JKS) reported 1Q21 non-GAAP net income of US$7.5
mn (-78% YoY), slightly ahead of market expectation (close to break-
even). Blended gross margin was 17% in 1Q21, ahead of earlier
guidance of 12-15%, likely helped by more external wafer sales with
higher margins than module.

▪

Total quarterly shipment was 5.4 GW in 1Q21, up 34% YoY,
including 4.6 GW of module and 0.8G W of cell and wafer (mainly
wafer). For 2Q21, total shipment was expected to be largely stable
QoQ at 5.1-5.3 GW, including 4.0-4.2 GW of module. 2Q21 blended
gross margin was conservatively guided at 12-15%, due to further
polysilicon cost hike and unfavorable exchange rate changes.

▪

Year-end 2021 capacity guidance was slightly trimmed by 3-4 GW
to 30 GW/24 GW/33 GW of wafer/cell/module, while total annual
shipment guidance stayed unchanged at 25-30 GW (>30% YoY).
In order to help secure long-term polysilicon supply, JKS has also
recently invested Rmb0.3 bn for 9% stake in I.M. Xinte Silicon.

▪

We trim our FY21E EPS by 8% due to higher input costs (mainly
polysilicon), with DCF-based TP revised to US$61.00 (from
US$65.00). Within China solar sector, we prefer polysilicon names
(Daqo, Tongwei, TBEA) in the near term.

▪
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Tingyi (0322.HK)

Channel reform underpinning future growth

2021 YTD updates and outlook

YTD, Tingyi's instant noodle/beverage revenue was down DD YoY (but
up DD vs. 2019)/up DD YoY, in line with/slightly above company
expectations, with full-year revenue guidance of MSD maintained.

Tingyi is resorting to production efficiency enhancement, product mix
improvement, and promotional expense discipline to mitigate cost
pressure (palm oil/PET +50%/+20% YoY), and is contemplating price
hikes, although the company tends to place greater emphasis on volume
this year. Into 2H21, Tingyi sees palm oil cost could potentially trend
down, while PET cost is expected to stay at elevated levels.

In instant noodle, Tingyi plans to launch Rmb10 premium product in
August. Soup Chef nation-wide launch is also scheduled in August, with
full-year revenue targeted to exceed 1% of total instant noodle revenue.

In beverage, Tingyi plans to launch flavored sparkling water and
carbonated juice this year. Drink Boiled Water is targeted to generate
Rmb1bn revenue this year.

Channel reform continuing

Tingyi plans to expand the scope of channel delayering from 160 cities
(~20% of revenue) at end of 2020 to 300-400 cities (~30% of revenue)
in the next two years. Markets that have been through channel reform
could post up to 10% higher revenue growth rate than those without
reform, according to the company.

Improved competitive landscape

With two major competitors either pursuing profit growth due to
potential listing or focusing on premium products, in addition to input
cost pressure, Tingyi sees moderated promotional expenses industry-
wide and improved competitive landscape.

Dividend policy

Management is evaluating the possibility of special dividend on top of
the 100% dividend payout this year.

Valuation. Raise 2021E earnings by 14% mainly on higher revenue
assumption, and introduce 2022E earnings. New TP of HK$17.50 (from
HK$16.50) implies 20x 2022E P/E. Maintain OUTPERFORM on Tingyi
given channel reform and dividend policy, despite challenged near-term
outlook due to high base and cost pressure.

Price (25-Jun-21, HK$) 14.92
Mkt cap (HK$/US$ mn) 83,954 / 10,817
Number of shares (mn) 5,627
Free float (%) 66.6
52-wk range (HK$) 15.87 - 11.67
ADTO-6M (US$ mn) 18.4

Est. pot. % chg. to TP 17.3
Blue sky scenario (HK$) 19.2
Grey sky scenario (HK$) 11.0
Performance 1M 3M 12M
Absolute (%) 3.1 8.3 24.5
Relative (%) 2.0 6.2 0.0

Year 12/19A 12/20A 12/21E 12/22E
Revenue (Rmb mn) 61,978.2 67,617.8 71,534.0 75,302.0
EBITDA (Rmb mn) 8,848.9 9,741.9 9,316.1 9,711.5
EBIT (Rmb mn) 5,591.1 6,750.1 6,570.2 7,179.6
Net profit (Rmb mn) 2,707.7 4,023.4 4,042.5 4,415.1
EPS (CS adj.) (Rmb) 0.48 0.72 0.72 0.79
Chg. from prev. EPS (%) n.a. n.a. 14.4 n.a.
Consensus EPS (Rmb) n.a. n.a. 0.69 0.76
EPS growth (%) 2.4 48.5 0.5 9.2
P/E (x) 25.8 17.3 17.3 15.8
Dividend yield (%) 4.8 5.8 5.8 6.3
EV/EBITDA (x) 7.3 7.1 7.1 6.6
P/B (x) 3.56 3.56 3.56 3.56
ROE (%) 13.8 20.5 20.6 22.6
Net debt/equity (%) (21.8) (3.4) (13.6) (22.1)
Source: Company data, Refinitiv, Credit Suisse estimates

Figure 1: P&L assumptions

Source: Company data, Credit Suisse estimates

Ting Wang of Credit Suisse Founder Securities Limited ("CSFS")
provided administrative and other non-regulated support in the
preparation of this research report. CSFS is a Sino-foreign joint venture
between Founder Securities Co., Ltd. and Credit Suisse AG. CSFS
is not licensed to provide investment advisory service by the China
Securities Regulatory Commission in the People’s Republic of China.

YTD instant noodle/beverage revenue was down DD/up DD YoY, in
line with/slightly above company expectations, with full-year revenue
guidance of MSD maintained. Management is contemplating price
hikes given cost pressure (palm oil/PET +50%/+20% YoY).

▪

Tingyi plans to expand the scope of channel delayering from 160
cities (~20% of revenue) at end of 2020 to 300-400 cities (~30%
of revenue) in the next two years. Markets that have been through
channel reform could post up to 10% higher revenue growth rate than
those without reform, according to the company.

▪

With two major competitors either pursuing profit growth due to
potential listing or focusing on premium products, in addition to input
cost pressure, Tingyi sees moderated promotional expenses industry-
wide and improved competitive landscape.

▪

Raise 2021E earnings by 14%, mainly on higher revenue assumption,
and introduce 2022E earnings. New TP of HK$17.50 (from
HK$16.50) implies 20x 2022E P/E. Maintain OUTPERFORM on
Tingyi given channel reform and dividend policy, despite
challenged near-term outlook due to high base and cost pressure.

▪
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Maintain OUTPERFORM
Previous Rating: OUTPERFORM

Target price (US$): 47.00
Previous target price (US$): 49.00
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28 June 2021Asian Daily

Trip.com Group (TCOM.OQ)

Domestic travel demand may still see improvement in summer, yet
outbound could take longer to reopen

Figure 1: TCOM 2Q21 preview table

Source: Company data, Credit Suisse

Cautiously optimistic on summer holiday domestic demand.
Domestic travel demand continued to pull back post Labor Day Golden
Week and further weakened in June due to a combination of weak
seasonality and negative impacts from resurgence of COVID cases in
Guangdong. Since the first local cases emerged in Guangdong in late
May and the travel restrictions in and out of Guangdong that followed,
overall travel demand saw a meaningful slowdown. The air ticketing
industry volume weakened from mid-single-digit growth vs 2019 in May
to ~15% decline vs 2019 in the first two weeks of June. The hit on hotel
revenue could be milder as some of short-haul demands are relatively
less impacted.

Looking ahead, the lingering impact from Guangdong outbreak will
continue to weigh on demand in July, as travel restrictions take time
to eased. Yet, as the outbreak has been largely contained without
spreading into other regions, we remains cautiously optimistic on the
overall travel demand for the upcoming summer holiday period. This is
the first major school holiday since the COVID outbreak without travel
restrictions for students, which we think should help unleash long-haul
leisure demand especially for family trips.

Price (25-Jun-21, US$) 35.73
Mkt cap (US$ mn) 22,776
Number of shares (mn) 637.46
Free float (%) 106.0
52-wk range (US$) 44.57 - 25.64
ADTO-6M (US$ mn) 64.8

Est. pot. % chg. to TP 31.5
Blue sky scenario (US$) 55.0
Grey sky scenario (US$) 30.0
Performance 1M 3M 12M
Absolute (%) (12.1) (4.2) 36.6
Relative (%) (13.2) (6.3) 12.1

Year 12/19A 12/20A 12/21E 12/22E
Revenue (Rmb mn) 35,666.0 18,316.0 23,898.0 32,937.4
EBITDA (Rmb mn) 5,458.9 (985.3) 1,105.4 4,910.7
EBIT (Rmb mn) 5,040.0 (1,423.0) 693.0 4,397.1
Net profit (Rmb mn) 6,527.0 (913.0) 3,551.8 6,810.3
EPS (CS adj.) (Rmb) 10.17 (1.37) 5.48 10.4
Chg. from prev. EPS (%) n.a. n.a. (9.3) (9.5)
Consensus EPS (Rmb) n.a. n.a. 3.59 10.21
EPS growth (%) 15.5 n.m. n.m. 89.8
P/E (x) 22.7 n.m. 42.1 22.2
Dividend yield (%) 0.0 0.0 0.0 0.0
EV/EBITDA (x) 32.1 n.m. 158.9 33.6
P/B (x) 1.27 1.37 1.36 1.34
ROE (%) 6.9 (0.9) 3.4 6.2
Net debt/equity (%) 26.5 36.4 26.7 15.7
Source: Company data, Refinitiv, Credit Suisse estimates

Outbound recovery could take longer than expected. On the
international front, Skyscanner (~7-8% of group revenue pre-COVID)
could see recovery momentum picking up in 3Q21 as Europe reopens
for travel and trans-Atlantic travel restrictions also eases. Yet, apart
from that, progress of potential reopening of Chinese outbound travel
remains rather limited and we see rising uncertainty over the recovery
timeline. The main reason is the divergent trends of vaccination
progress across nations. The US and most European countries have
seen vaccination rates progressing rapidly over the past several months
to reach ~40-50% of the population for new cases to fall continuously
and economy to reopen. Still, for most countries in southeastern and
northern Asia, even developed economies like Japan and South Korea,
are yet to see vaccination rates reach 20%, and the figure for most
ASEAN countries are still in the single-digits. To recall, Japan, Korea,
and Thailand consistently ranked as the Top 3 Chinese outbound
destinations pre-COVID, and southeastern and northern Asian
destinations combined accounted for at least 70% of the total outbound
traffic. Given the slow vaccination progress of key outbound
destinations, and the cautious attitude from the Chinese government
and travelers toward pandemic control, we think the recovery of
outbound travel could take longer than expected.

Maintain OUTPERFORM. We lower 2021/22E EPS by 9%/10% to
reflect the impact of the Guangdong outbreak and more conservative
assumptions on outbound. We expect international revenue to stay
minimal for 2021 and back to ~40% of 2019 level in 2022E (recovery
of Chinese outbound likely will be slower at ~30%). Trading at 22x
2022E with limited outbound recovery in the numbers, valuation is
undemanding and we see limited downside to share price from current
level. We cut TP to US$47 (from US$49) and stay OUTPERFORM.

Domestic travel demand slowed post Labor Day Golden Week on
weak seasonality and negative impacts from COVID resurgence in
Guangdong since late May. The lingering impact may continue to
weigh in July. Yet we stay cautiously optimistic on the overall summer
holiday demand and continue to expect sequential improvement in
domestic revenue QoQ, as students are still free to travel.

▪

On international recovery, Skyscanner could see momentum pick up
in 3Q, yet for Chinese outbound recovery we see rising uncertainty
ahead, as the vaccination progress of the southeastern and northern
Asian countries, which accounted for the vast majority of outbound
traffic pre-COVID, has been slower than expected.

▪

We cut 2021/22E EPS by 9%/10% to reflect Guangdong outbreak
and more conservative assumptions on outbound recovery. Currently
we expect international revenue to remain minimal for 2021 and back
to ~40% of 2019 level in 2022 (outbound lower at ~30%).

▪

Trading at 22x 2022E with limited outbound recovery in the numbers,
valuation is undemanding and we see limited downside to share price.
We trim TP to US$47 (from US$49) and stay OUTPERFORM.

▪
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Initiating coverage with NEUTRAL
Target price (Rmb): 23.30

Full Report
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Unisplendour Corp (000938.SZ)

Comprehensive leader of cloud IT infrastructure

H3C brand to drive the growth of computing and networking.
The China server market has outgrown the global one in past years due
to promising demand from faster cloud expansion and better economic
growth, and the trend will continue (13% in China vs 7% worldwide
in 2021-25). We believe the trend will continue to favour Chinese
vendors in China like Inspur, H3C, ZTE and Lenovo, while Huawei
faces chip shortages. However, we see HPE brand has dragged down
the overall growth of the company’s server sales. The revenue growth
of networking products is driven by: (1) the increasing data traffic in
5G era; (2) share gains in domestic market; (3) expansion in high-end
telecom applications; (4) oversea market expansion in “One Belt and
One Road” countries. We expect further share gain driven by its in-
house chipsets and Huawei’s chip shortages.

Figure 1: Unisplendour to grow by
20%/20%/18% in 2021-23E

Source: Company data, Credit Suisse
estimates

Figure 2: H3C to grow by
24%/23%/22% in 2021-23E

Source: Company data, Credit Suisse
estimates

IT distribution and shareholder’s financial burden shadow the
growth. We forecast IT distribution and the supply chain service
business (which account for over 50% of Unisplendour’s total revenue
but with low-single-digit margin) to grow at a 10% CAGR from
2020-23E, dragging down overall growth. Its shareholder UniGroup
was under heavy financial burden with debt default. Unisplendour’s
operation is not impacted, but we do see risk of shareholding reduction
or pledge, and impact on financing— its placement projects were
implemented with its own funds, which restricted the growth pace.

Initiate with NEUTRAL. We estimate 24% CAGR in earnings from
2020-23E. Our TP of Rmb23.3 is based on 28.4x 2021E P/E, 0.5 SD
above the three-year average of A-share cloud IT hardware companies.
We like H3C brand’s high growth on the promising cloud outlook, while

Price (25-Jun-21, Rmb) 21.37
Mkt cap (Rmb/US$ mn) 61,120 / 9,469
Number of shares (mn) 2,860
Free float (%) 37.7
52-wk range (Rmb) 36.97 - 17.62
ADTO-6M (US$ mn) 99.5

Est. pot. % chg. to TP 9.0
Blue sky scenario (Rmb) 39.68
Grey sky scenario (Rmb) 11.4
Performance 1M 3M 12M
Absolute (%) 14.4 7.4 (29.7)
Relative (%) 17.5 5.1 (54.3)

Year 12/20A 12/21E 12/22E 12/23E
Revenue (Rmb mn) 59,704.9 71,675.5 86,053.5 101,715
EBITDA (Rmb mn) 4,521.9 5,569.3 7,250.8 8,711.8
EBIT (Rmb mn) 4,130.1 5,129.7 6,730.4 8,101.7
Net profit (Rmb mn) 2,195.4 2,344.8 3,004.6 3,610.6
EPS (CS adj.) (Rmb) 0.77 0.82 1.05 1.26
Chg. from prev. EPS (%) n.a n.a n.a n.a
Consensus EPS (Rmb) n.a. 0.77 0.94 1.11
EPS growth (%) (6.5) 6.8 28.1 20.2
P/E (x) 27.8 26.1 20.3 16.9
Dividend yield (%) 0.5 0.6 0.7 0.9
EV/EBITDA (x) 12.9 10.2 7.6 5.9
P/B (x) 2.05 1.93 1.78 1.64
ROE (%) 7.6 7.6 9.1 10.1
Net debt/equity (%) (8.1) (11.4) (16.1) (22.3)
Source: Company data, Refinitiv, Credit Suisse estimates

HPE brand, IT distribution and financial pressure shadow the growth.
We think the stock price has fairly valued the mixed outlook of each
business. Key downside risks: (1) geopolitical risk; (2) weaker recovery
of networking market; (3) financial burden and ownership risk from
UniGroup; (4) components shortage. Key upside risks: (1) larger-than-
expected share gain; (2) faster progress in cloud projects; (3) faster-
than-expected placement.

Figure 3: Unisplendour trades at 3yr average

Source: Refinitiv, IBES, Credit Suisse

Yufeng Shen of Credit Suisse Founder Securities Limited ("CSFS")
provided administrative and other support in the preparation of this
research report that does not require a licence. CSFS is a Sino-foreign
joint venture between Founder Securities Co., Ltd. and Credit Suisse
AG. CSFS is not licensed to provide securities investment advisory
service by the China Securities Regulatory Commission in the People’s
Republic of China.

We initiate coverage on Unisplendour with a NEUTRAL rating and
a TP of Rmb23.3, based on 28.4x 2021E P/E, 0.5 SD above the
three-year average of A-share cloud IT hardware companies. It is the
only A-share company with a complete product matrix for cloud IT
infrastructure.

▪

We see mixed a outlook for the dual brand: H3C is up while HPE
is down, leading to a low-teens growth for servers. We expect
networking products (switch, router, WLAN) to pick up growth with
5G and cloud driving investment, and it will benefit from Huawei’s
chip shortage. We also believe the expansion in telecom and overseas
market will fuel the growth. IT distribution will likely recover from the
pandemic and maintain stable growth.

▪

UniGroup’s financial issue has impacted Unisplendour’s financing,
thus restricting its growth pace. We also see low visibility of HPE
exercising the put option on H3C’s 49% stake.

▪

We model net income to grow by 24%/28%/20% in 2021-23E. We
like H3C brand’s high growth on a promising cloud outlook, while
HPE brand, IT distribution and financial pressure shadow the growth.

▪
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Maintain NEUTRAL
Previous Rating: NEUTRAL

Target price (Rs): 500.00
Previous target price (Rs): 484.00

Full Report

28 June 2021Asian Daily

Indraprastha Gas Limited (IGAS.BO)

4Q: Loss in industrial segment; new areas contributing to volumes, but
with lower productivity and returns

Decline in gross margin due to lower industrial profitability.
4Q21 was weak due to sequential decline in gross profit in the
industrial/commercial (I/C) segment (14-15% of volumes). Here, the
input gas is linked to crude price (majority) or spot gas prices (now
at US$12.6/mmbtu), while the selling price is kept at a discount to
alternate fuels like LPG (where cracks have been declining). This led to
decline in margins. I/C volumes grew by a healthy 8% QoQ, reaching
1 mmscmd, higher than FY20 levels. Total volume grew 9% QoQ/YoY.
CNG volume (73% of volume) grew by 9% QoQ to reach pre-COVID
3Q20 levels. EBITDA/scm stayed flattish QoQ for the CNG segment.
Residential PNG volume growth reduced to 11% YoY due to high base
of 4Q20. 1H22 volumes in CNG and I/C PNG are likely to be hit by the
lockdowns.

Figure 1: 4Q21 was weak due to lower industrial profitability

Source: Company data, Credit Suisse estimates

Increase in APM gas price from 1-Oct-2021. With the increase in
international gas prices, APM price is expected to increase to ~US$3.1/
mmbtu from 1-Oct-2021 and further to US$3.9+/mmbtu from
1-Apr-2022, from US$1.79/mmbtu currently, an increase of Rs8-9.5/
kg. Given the current elevated petrol diesel prices, IGL should pass on
this entire increase and CNG would still be at 50% discount to petrol.

Strong residential PNG connection additions. In 4Q, IGL added
50 new CNG station, 215k new residential connections (+15% over
3Q), and 470 new I/C connections (+8% over 3Q). However, addition
in the high-productivity Delhi NCR region has been only 17 new CNG
stations, 100k new residential connections, and 268 I/C connections.
Residential PNG connections have been strong in Rajasthan and Uttar
Pradesh (4 areas). Of the 470 connections added in 4Q21, 57%

Price (25-Jun-21, Rs) 512.45
Mkt cap (Rs/US$ mn) 358,715 / 4,834
Number of shares (mn) 700.0
Free float (%) 55.0
52-wk range (Rs) 569 - 366
ADTO-6M (US$ mn) 21.6

Est. pot. % chg. to TP (2.4)
Blue sky scenario (Rs) 625.0
Grey sky scenario (Rs) 375.0
Performance 1M 3M 12M
Absolute (%) 0.7 1.8 15.1
Relative (%) (3.1) (6.2) (36.8)

Year 3/21A 3/22E 3/23E 3/24E
Revenue (Rs mn) 49,408.0 66,655.6 86,888.9 95,230.5
EBITDA (Rs mn) 14,829.9 20,338.6 24,055.9 26,280.5
EBIT (Rs mn) 11,926.0 16,866.9 20,056.9 21,784.1
Net profit (Rs mn) 11,725.5 15,083.9 17,502.4 19,044.4
EPS (CS adj.) (Rs) 16.75 21.55 25.0 27.21
Chg. from prev. EPS (%) n.a. (8.1) 3.6 n.a.
Consensus EPS (Rs) n.a. 22.09 24.62 -
EPS growth (%) (0.6) 28.6 16.0 8.8
P/E (x) 30.6 23.8 20.5 18.8
Dividend yield (%) 0.5 0.6 0.7 0.8
EV/EBITDA (x) 22.4 16.1 13.5 12.2
P/B (x) 5.66 4.7 3.93 3.34
ROE (%) 20.1 21.6 20.9 19.2
Net debt/equity (%) (41.4) (40.1) (37.8) (35.9)
Source: Company data, Refinitiv, Credit Suisse estimates

were added in Delhi NCR, while 21% in Uttar Pradesh. The pace of
connection addition in Delhi NCR is expected to slow down, as 98%
of the identified polluting I/C customers have already switched to gas in
Delhi.

Figure 2: Infrastructure addition has
been more in the new areas

Source: Company data, PPAC

Figure 3: Bus growth declining; 3W
growth could be led by new areas

Source: Company data

Bus addition has slowed down. Buses contribute ~25% of IGL's
CNG volumes. However, the growth in buses has been muted for past
3 years due to preference for electric buses, led by incentives. We
expect some moderation in CNG volume growth due to this. Addition
in 4W (60% of CNG volumes) shot up to 59k vehicles in FY21 (+7%
growth) vs only 37k-50k per annum over the past 3 years due to
preference for personal mobility and rising prices of petrol/diesel.
3W saw a 25% growth in FY21, most likely due to conversions in
the new areas. During FY21, IGL spent Rs10.1 bn on capex, mainly
consisting of capex on residential connections - close to Rs6 bn.

We increase TP to Rs500. We increase our TP to Rs500 (from
Rs484) to account for the higher margins in CNG and residential PNG.
We change FY22E/23E EPS by -8%/+4% due to lower volumes in
1H22 and higher margins and introduce FY24E EPS of Rs27.2.

4Q was weak on loss in industrial segment (~15% of volume). This is
not a structural hit but a near-term issue (high input cost but low LPG
hurting ASP). 1H22 volume should stay weak, but there is a possibility
that IGL takes a price increase to offset the hit from the lockdown.

▪

On network expansion, IGL added a significant 50 new CNG stations
in 4Q21, but only one-third were in Delhi-NCR. The productivity of
other stations in new areas should be lower with lower returns. New
areas have started adding to CNG and PNG volumes.

▪

In the CNG segment, buses account for almost ~25% of CNG
volumes and their growth rate has significantly slowed over past two
years (only 2% in FY21). In the four-wheeler (4W) segment, new
vehicle addition is still good at 6-7% CAGR. We are surprised with
the very strong addition reported in the 3W segment (+25% QoQ in
4Q21). This looks to be more driven by new areas.

▪

Near term events: (1) APM gas price to increase to US$3.1/mmbtu
(1Q22: US$1.79) from Oct-2021; (2) OMCs asking for 90-100%
increase in commissions. Lift TP to Rs500 (from Rs484), change
FY22E/23E EPS by -8%/+4%, and introduce FY24E EPS of Rs27.2.

▪
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Maintain OUTPERFORM
Previous Rating: OUTPERFORM

Target price (RM): 8.30
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Genting Berhad (GENT.KL)

Viva Las Vegas!

Viva Las Vegas! It has been almost a decade since any major property
opened in Las Vegas' Strip. However, GENT decided to end the
'drought' by spending US$4.3 bn on, arguably, a state-of-the-art
property (it is able to leverage on the latest technological advances,
thanks to Moore's Law) called Resorts World Las Vegas (RWLV).
RWLV opened its doors to the public at 2 PM HKT, 25 June (11 PM
Las Vegas time, 24 June). The opening was well flagged by the media
and the launch party (shown on RWLV's official Instagram account)
was well attended by celebrities, including Paris Hilton and Usher. This
is a major milestone for GENT in its quest to build a global gaming
franchise; Macau would be the 'missing piece'.

Leveraging on a few 'catalysts' to strengthen the property's
prospects. There are a few key factors that would help strengthen the
property's attractiveness, in our view:

Technology. The property is leveraging on the latest technology and has
introduced various 'ticketless' and 'cashless' features to enhance its
guests' experience. There is also a 100,000 sq ft West Tower LED
screen (one of the largest LED building displays in the world) that will
be used to stream events live (it was used to stream Paris Hilton's 'DJ-
ing' during the opening).

Food and beverage. RWLV is offering some 40 food and beverage
options, but we find the "Famous Foods Street Eats" (a 24,000 sq
ft concept based on hawker centres in Malaysia and Singapore)
particularly interesting; there will be 16 different food stalls within this
area with Michelin Plate and Bib Gourmand recognised concepts and
Eastern and Western selections. The resort is also allowing guests to
opt for delivery from the food stalls within the resort to their rooms or
the pool complex.

Theatre. Opening only in November, this 5,000 seater would be the
city's largest and tallest performance stage. Key residencies include
Celine Dion, Carrie Underwood, Katy Perry, and Luke Bryan. We
gather that pre-sale ticket demand was so strong that Celine Dion
(she holds the title for the two highest-grossing and best-selling Vegas
residencies) and Carrie Underwood extended their shows back in May.

The 'Elon Musk' factor. There are also plans for The District to have a
station for the Vegas Loop, an underground transportation system from
Elon Musk's Boring Company. There will be a Resorts World station
that would help strengthen the property's logistics.

Significant upside optionality if property does well. Time will

Price (24-Jun-21, RM) 5.01
Mkt cap (RM/US$ mn) 19,423 / 4,676
Number of shares (mn) 3,877
Free float (%) 54.1
52-wk range (RM) 5.53 - 2.90
ADTO-6M (US$ mn) 10.5

Est. pot. % chg. to TP 65.7
Blue sky scenario (RM) 10.1
Grey sky scenario (RM) 3.0
Performance 1M 3M 12M
Absolute (%) 2.0 (4.4) 19.3
Relative (%) 3.4 (1.5) 15.8

Year 12/20A 12/21E 12/22E 12/23E
Revenue (RM mn) 11,564.1 15,372.4 26,445.1 29,127.3
EBITDA (RM mn) 2,901.0 4,200.5 8,298.5 9,675.0
EBIT (RM mn) 474.9 1,500.5 5,098.5 6,175.0
Net profit (RM mn) (1,024.2) 336.5 2,038.2 2,444.3
EPS (CS adj.) (RM) (0.27) 0.09 0.53 0.63
Chg. from prev. EPS (%) n.a. 0.0 0.0 0.0
Consensus EPS (RM) n.a. (0.03) 0.41 0.47
EPS growth (%) n.m. n.m. 505.7 19.9
P/E (x) n.m. 57.3 9.5 7.9
Dividend yield (%) 3.0 1.4 2.6 3.2
EV/EBITDA (x) 17.5 12.7 6.4 5.4
P/B (x) 0.59 0.59 0.56 0.54
ROE (%) (3.0) 1.0 6.1 6.9
Net debt/equity (%) 18.0 21.9 18.7 15.8
Source: Company data, Refinitiv, Credit Suisse estimates

tell if the property is able to generate proper returns for shareholders
(investors have been divided on the math; our discussions with investors
so far, indicate a theoretical property EBITDA of US$250 mn at the
lower end and US$500 mn at the higher end), but we are optimistic,
given that the opening is timely; US consumer confidence continues
to strengthen on the back of high vaccination rate and reduction in
Covid-19-related deaths in the report in Apr-2021US. As highlighted
in our report in Apr-2021, we estimate that RWLV could be worth
RM3.00-3.99 per share.

Stay OUTPERFORM. We reiterate our OUTPERFORM rating on
GENT and believe that there is a probability that the property could
generate property EBITDA of >US$500 mn. The stock is now trading at
a 34% discount to its RNAV.

It has been almost a decade since any major property opened in
Las Vegas' Strip. However, GENT decided to end the 'drought'
by spending US$4.3 bn on, arguably, a state-of-the-art property
called Resorts World Las Vegas (RWLV).

▪

RWLV opened its doors to the public at 2 PM HKT, 25 June (11 PM
Las Vegas time, 24 June). The opening was well flagged by the media
and the launch party (shown on RWLV's official Instagram account)
was well attended by celebrities, including Paris Hilton and Usher.

▪

Time will tell if the property is able to generate proper significant
returns, but we are optimistic, given that the opening is timely; US
consumer confidence continues to strengthen on the back of high
vaccination rate and reduction in Covid-19-related deaths in the US.

▪

We reiterate our OUTPERFORM rating on GENT and believe that
there is a probability that the property could generate property
EBITDA of >US$500 mn. The stock is trading at a 34% discount to
its RNAV.

▪
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San Miguel Food and Beverage, Inc. (FB.PS)

Lifting spirits

Spirits lift up volumes to date. Growth in the spirits business has so
far been supported by consumers downtrading to less expensive hard
liquor options like gin. We expect GSMI to sustain strong topline growth
of 9% in a 3-year CAGR (2020-23) as it continues to benefit from
downtrading, thereby continuing to grab market share. Management
also indicated that they have plans for three distilleries, in Ilocos,
Quezon and Pagadian, which could be prioritised depending on the
area demand.

Strong year for its food business. The strong performance of its
food business was underpinned by poultry, which accounted for more
than half of segment earnings. Poultry benefitted from higher volume
and recovery of chicken prices amid depletion of excessive industry
chicken inventory. Management indicated that margin expansion was
achieved due to cost reduction and use of outsourced facilities. The
looming pork importation may benefit the food group in its branded
products’ input costs. This is partially offset by poor performance of the
food services business. Moving forward, we expect more normalised
volumes for food. We expect topline growth of 5-6% from 2020-23. As
per management, the food business plans to expand poultry capacities
in Davao. There are seven new feed mills in the pipeline, which are
mainly for own use and intended for better efficiency. There are also
ongoing expansion plans in the Cavite plants (to increase capacity by
20-30%) be completed toward the end of 2021.

Beer could recover much later. Beer and food revenues were
affected by mobility restrictions. There has been a shift from on-premise
to home consumption following the closure of restaurants and bars. The
performance of its beer business in the first 5 months was better on
the international front—with Indonesia and Thailand revenues showing
double-digit growth. Revenue in 1Q21 was up just 1.6% despite full
impact of the 15% ASP hike done in Mar-2020, as volume slid by 11%
versus last year. Management has held off ASP price hikes despite
the increase in excise tax at the start of the year, which has led to
operating income margin of beer declining by 380 bp QoQ to 23.4%.
Management has guided cautiously on the restrictions in the quarantine
period ending in June, which has stunted the momentum of its beer
business. Moving forward, we expect modest 2020-23 (3-year CAGR)
growth of 7% on top-line driven by 4% higher sales volume. Beer
demand remains subdued in FY21 as on-premise outlets and
entertainment events remain closed or restricted by the government,
which will remain so likely up to mid-2022. Management also indicated
that SMBI’s new breweries from Cagayan de Oro and Sta. Rosa
Laguna raised total capacity by 30% to 22 hectoliters (hl) or 286 mn
cases from 2017, or an increase of 65 mn equivalent cases in terms of

Price (25-Jun-21, P) 76.00
Mkt cap (P/US$ mn) 449,101 / 9,266
Number of shares (mn) 5,909
Free float (%) 10.8
52-wk range (P) 76.00 - 58.50
ADTO-6M (US$ mn) 0.2

Est. pot. % chg. to TP 15.8
Blue sky scenario (P) 106.0
Grey sky scenario (P) 52.0
Performance 1M 3M 12M
Absolute (%) 4.5 24.6 10.9
Relative (%) (5.1) 18.4 (2.7)

Year 12/19A 12/20E 12/21E 12/22E
Revenue (P mn) 310,785 279,290 317,250 335,869
EBITDA (P mn) 58,609.0 45,329.0 57,594.0 65,868.7
EBIT (P mn) 47,781.0 33,412.0 50,531.0 53,342.0
Net profit (P mn) 18,278.0 12,476.0 19,432.7 20,362.8
EPS (CS adj.) (P) 3.09 2.11 3.29 3.45
Chg. from prev. EPS (%) n.a. 12.3 26.6 15.3
Consensus EPS (P) n.a. 2.08 3.07 3.12
EPS growth (%) 0.2 (31.7) 55.8 4.8
P/E (x) 24.6 36.0 23.1 22.1
Dividend yield (%) 2.3 0.9 1.5 1.5
EV/EBITDA (x) 8.1 10.8 8.4 7.4
P/B (x) 4.72 5.45 3.87 3.47
ROE (%) 20.0 14.1 19.6 16.6
Net debt/equity (%) 16.8 31.0 23.1 21.9
Source: Company data, Refinitiv, Credit Suisse estimates

name plate capacities, based on our estimates. Two more breweries (in
Sariayaya, Quezon and Pangasinan) are in the pipeline.

Momentum should continue on to 2Q21 due to low base. We
expect the strong 1Q21 momentum for spirits and food to continue in
2Q21, further driven by an easy base. We think beer, which accounts
for ~75% of the bottom line, could see further challenges for the
rest of the year from consumer downtrading, and continued movement
restrictions in NCR plus. Conversely, spirits could benefit from
consumers downtrading but volume momentum could be capped by
competitors' response. All businesses are increasing capacities to
prepare for the recovery. We raise our FY21/22E net profit by
12%/26% to take into account lower taxes due to the CREATE bill, as
well as its new capacity coming on stream in time for a 2022 recovery.
We adjust our target price from P80 to P88.

Figure 1: Revenue split

Source: Company data

Growth in the spirits business has so far been supported by
consumers downtrading to less expensive hard liquor options like gin.
▪

Beer and food revenues were affected by mobility restrictions. There
has been a shift from on-premise to home consumption following the
closure of restaurants and bars.

▪

We expect the strong 1Q21 momentum for spirits and food to
continue in 2Q21, further driven by an easy base.
▪

All businesses are increasing capacities to prepare for the recovery.
We raise our FY21/22E net profit by 12%/26% to take into account
lower taxes due to the CREATE bill, as well as its new capacity
coming on stream in time for a 2022 recovery. Our TP increases to
P88.00 (from P80.00).

▪
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S Hotels and Resorts Public Company Limited (SHR.BK)

The UK and Maldives portfolio likely to be profitable by 4Q21

The UK portfolio enjoys encouraging momentum

With relatively fast progress in vaccination (65% of population
vaccinated and 48% fully vaccinated), SHR's UK portfolio has
seen decent recovery in its hotel occupancy rate, which has increased
from 18% in 1Q21 to over 60% in June. Although the UK government
has extended the lockdown by another four weeks (ending 17 July),
this should not have any impact on SHR as 95% of its current revenue
is derived from domestic travel. Based on recent bookings, July and
August should be stronger than June.

Figure 1: UK portfolio occupancy rate

Source: Company data, Credit Suisse

The UK portfolio could be back to FY19 as early as FY22

Recent recovery in the UK occupancy rate has been mostly driven by
the domestic leisure market.The business customers (40% of revenue
in a normal year) remain under pressure. However, SHR also expects
the business sector to start showing a positive trend in late 3Q21.
For the UK operation, the breakeven (bottomline level) occupancy rate
is around 50-55%, excluding impact from IFRS16 (if this impact is
included, the breakeven is close to 60%).Thus, management estimates
that the UK portfolio should be profitable at the bottomline level in late
3Q21 and by FY22, it could match FY19 performance (we maintain our
current assumption that this will happen in FY23, however).

Price (25-Jun-21, Bt) 3.32
Mkt cap (Bt/US$ mn) 11,931 / 376
Number of shares (mn) 3,594
Free float (%) 37.8
52-wk range (Bt) 3.74 - 1.78
ADTO-6M (US$ mn) 1.6

Est. pot. % chg. to TP 59.6
Blue sky scenario (Bt) 6.5
Grey sky scenario (Bt) 2.5
Performance 1M 3M 12M
Absolute (%) 3.1 3.1 56.6
Relative (%) 2.2 2.6 37.2

Year 12/20A 12/21E 12/22E 12/23E
Revenue (Bt mn) 1,562.9 3,115.8 7,666.4 9,408.7
EBITDA (Bt mn) (520.6) 300.8 2,309.1 2,893.2
EBIT (Bt mn) (1,506.4) (891.4) 845.8 1,391.8
Net profit (Bt mn) (1,908.0) (1,438.7) 218.6 696.0
EPS (CS adj.) (Bt) (0.53) (0.4) 0.06 0.19
Chg. from prev. EPS (%) n.a. 0.0 0.0 0.0
Consensus EPS (Bt) n.a. (0.29) 0.04 0.14
EPS growth (%) n.m. n.m. n.m. 218.3
P/E (x) n.m. n.m. 54.6 17.1
Dividend yield (%) 0.0 0.0 0.7 2.3
EV/EBITDA (x) n.m. 76.6 9.8 7.6
P/B (x) 0.76 0.84 0.83 0.81
ROE (%) (11.4) (9.6) 1.5 4.8
Net debt/equity (%) 38.4 78.0 75.1 68.5
Source: Company data, Refinitiv, Credit Suisse estimates

Project CROSSROADS too to profit in late FY21

The new wave (and the resultant restriction) in the Maldives has led
to a considerable fall in occupancy rate at Project CROSSROADS
to 38% in May (65-67% during January-April). There is no indication
about the time when the restriction would be lifted and the country
taken off the Red List. Given the rapidly falling new infections from the
peak of 2,200 cases/day in mid-May to below 200 cases/day currently,
management expects positive momentum in 4Q21. Until date, about
60% of Maldives' population is vaccinated (35% is fully vaccinated).
Management sees strong pent-up demand for international travel to
benefit the Maldives. For Thailand, its hotel in Phuket is likely to
achieve an occupancy rate of about 15-20% in July (with the
introduction of Phuket Sandbox model) compared with 5-6% in recent
month.

Balance sheet, M&A and management services

Majority of its long-term loans due within one year (worth Bt5.5 bn) is
primarily linked to the UK Portfolio. With restructuring (SHR acquired
50% ownership from its JV partner) and UK hotel market showing sign
of improving, SHR believes it would be able to refinance such loans into
longer maturity. SHR also plans to issue bonds in the next few years to
further bring down its funding cost to around 3.5% (vs 4% currently).
Asset sales program (4-6 hotels in UK) should be implemented in this
year and help to further strengthen its balancesheet and to support
new M&A. SHR aims to increase the number of hotels in its portfolio to
80 by 2026 from 38 now, but majority of the new additions would be
management contracts (40% of the target), which is the new potential
not currently reflected in our model. For the new acquisition, SHR
targets 7% EBITDA yield and 12% minimum IRR. DE ratio should not
exceed 1.5x over the long-term inline with its internal guidance.

We organized a group meeting with SHR's CEO and CFO, and 15
investors participated.The message from management was quite
positive on the UK and Maldives portfolios. Other topics discussed
include M&A, management services and balancesheet position.

▪

The UK portfolio has seen strong recovery in occupancy rate,
reaching 60%+ in June vs 18% in 1Q21. Management believes there
is a possibility that this portfolio could generate profit at the bottomline
level from late 3Q21. With the infection rate declining sharply in
the Maldives, management also expects Project CROSSROADS to
deliver profit during the high season (i.e., November-December).

▪

Refinancing plan of the UK portfolio is underway and management
seemed assured about the strength of its balance sheet, supported
by the asset sale program. SHR targets to have 80 hotels by FY26 (vs
38 currently), but majority of the new additions would be management
contracts. For the new acquisitions, minimum IRR target is 12%.

▪

We believe SHR true value is still under appreciated by the market.
We believe further improvement in occupancy rate in UK, driven by
reopening in 17 July, would serve as a catalyst.

▪
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