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Kingboard Laminates (1888 HK): Trading Buy Range: HK$17.14-17.16 

PetroChina (857 HK): Trading Buy Range: HK$3.40-3.41 

 
 
CORPORATE AND MACRO CALENDAR 

Country/Region Economic Indicator 
07 Jun China May trade data 
07-10 Jun China National People’s Congress Standing Committee (NPCSC) meeting 
09 Jun China May inflation data 
09-15 Jun China May money supply data 
16 Jun China May economic activity data 

 

KEY INDICES 
 Prev Close 1D % 1W % 1M % YTD % 
DJIA 34600.4 0.1  0.8  2.1  13.0  
S&P 500 4208.1 0.1  0.5  0.6  12.0  
FTSE 100 7108.0 0.4  1.1  2.0  10.0  
AS30 7468.9 1.0  1.9  2.5  9.0  
CSI 300 5290.0 (1.0) (0.6) 3.2  1.5  
FSSTI 3161.0 (0.8) 0.5  (0.7) 11.2  
HSCEI 10951.8 (0.4) 0.9  2.2  2.0  
HSI 29297.6 (0.6) 0.5  3.3  7.6  
JCI 6031.6 1.4  4.6  1.3  0.9  
KLCI 1597.9 0.8  1.3  0.5  (1.8) 
KOSPI 3224.2 0.1  1.8  3.1  12.2  
Nikkei 225 28946.1 0.5  1.1  0.5  5.5  
SET 1617.6 (0.1) 3.1  2.2  11.6  
TWSE 17165.0 0.0  3.1  (0.3) 16.5  
      
BDI 2530 (1.5) (9.9) (17.1) 85.2  
CPO (RM/mt) 4026 (0.1) (7.0) (10.5) 6.3  
Brent Crude 
(US$/bbl) 

71 1.6  3.6  6.1  37.7  

Source: Bloomberg 
 

TOP VOLUME 
Company Price Chg Volume 

(HK$) (%) ('000) 
GEELY AUTOMOBILE 21.40 5.9  136,392 
CHINA TOWER CO-H 1.06 0.0  110,672 
CNOOC 8.78 0.8  103,255 
SINOPEC CORP-H 4.26 0.9  92,391 
SINO BIOPHARM 8.71 0.9  91,729 
 

TOP GAINERS  
Company Price Chg Volume 

(HK$) (%) ('000) 
GEELY AUTOMOBILE 21.40 5.9  136,392 
KUNLUN ENERGY 6.49 5.5  36,531 
WH GROUP LTD 6.93 4.2  31,296 
CHINA JINMAO HOL 3.08 4.1  56,781 
AAC TECHNOLOGIES 48.85 3.3  13,310 
 

TOP LOSERS 
Company Price Chg Volume 

(HK$) (%) ('000) 
NETEASE INC 182.40 (3.6) 3,017 
CHINA EVER LTD 9.36 (3.5) 1,644 
WUXI BIOLOGICS C 120.90 (3.0) 11,636 
TECHTRONIC IND 140.70 (3.0) 3,378 
MENGNIU DAIRY 44.85 (3.0) 11,894 
 

KEY ASSUMPTIONS 
GDP (% yoy)  2020 2021F 2022F 
US  (3.5) 6.3 2.8 
Euro Zone  (6.6) 4.1 4.3 
Japan   (5.5) 3.2 2.1 
Singapore  (5.4) 5.0 3.5 
Malaysia  (5.6) 5.0 4.5 
Thailand  (6.1) 3.5 4.5 
Indonesia  (2.1) 4.0 5.0 
Hong Kong  (6.1) 4.1 3.0 
China   2.3 7.6 5.5 
CPO  (RM/mt) 2,685 3,000 2,600 
Brent (Average) (US$/bbl) 43.21 64.62 62.91 
Source: Bloomberg, UOB ETR, UOB Kay Hian 
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STRATEGY – CHINA 

Alpha Picks: Jun 21 Conviction Calls 
Chinese equity markets made further gains in May 21, but outperforming sectors 
were mostly defensive, ie consumer staples and healthcare. Though TMT regained 
some momentum in late-May 21, we prefer a defensive bias in Jun 21 as the yield gap 
has narrowed, but macro uncertainties remain. Add CCB, China Gas, Kingboard 
Laminates, JD, Link REIT and Sino Biopharm to our BUY list. 

WHAT’S NEW 

 Review of May 21. The MSCI China Index and the Hang Seng Index made further gains 
in May 21 up 0.5% and 1.5% respectively. Within the MSCI China universe, the top 
outperformers were healthcare, consumer staples and IT. Consumer discretionary and 
communication services were the two sectors that declined mom.  

 Even with the rebound over the past two months, the MSCI China index is trading at 
15.6x 12-month forward PE compared with a peak of 18.9x in Feb 21. While the valuation 
is not demanding compared with its historical range, the yield gap (over US 10-year 
treasuries) has declined to levels last seen at end-17. Despite the narrowing valuation 
gap, macro uncertainties remain, ie the impact of high commodity prices and power 
rationing, 

 Defensive bias in Jun 21. For the reasons mentioned above, we do not expect 
significant upside from current levels. In fact we see bias for a pullback, which should be 
healthy for the medium-term outlook. So for our stock picks, we prefer: a) names that 
enjoy brand equity and are expected to be able to pass on input cost increases, b) sector 
leaders that have underperformed due to investor rotation, and c) defensive names. Thus 
we are adding CCB, China Gas, Kingboard Laminates, Link REIT and Sino Biopharm to 
our BUY list and we are swapping BABA for JD.com. 

ACTION 

 Take profit on Ganfeng Lithium (1772 HK) as we do not see further catalysts for upside 
in the near term. 

 Drop Haidilao (6862 HK), Powerlong (1238 HK) and Sany Heavy (600031 CH) from 
our BUY list. These three names have not performed as expected. Haidilao’s recent data 
shows that the improvement in table-turn has been below expectations. As for Sany 
Heavy, it has been weighed down by concerns over raw material price increases, and the 
property sector is facing potential policy headwinds with talk of a property tax resurfacing. 

 Replace Alibaba (BABA US) with JD.com (JD US), as JD is more defensive with a 
stable margin outlook and advantages in FMCG and logistics networks. We also see 
lower regulatory risk for JD as compared with Alibaba. Also, we are seeing slower user 
and GMV growth for Alibaba as compared with JD which prompted us to shift towards the 
secondary player. 

 

  
 

 
KEY RECOMMENDATIONS 
Company Rec Share Target Upside/ 
  Price Price (Downside) 
  (lcy) (lcy) to TP (%) 
CCB BUY 6.32 8.50 34.5 
China Gas BUY 29.05 37.60 29.4 
CR Beer BUY 68.55 72.00 5.0 
Feihe BUY 21.45 26.00 21.2 
JD.com BUY 78.33 100.00 27.7 
Kingboard Laminates BUY 16.92 27.00 59.6 
Kingsoft BUY 55.10 74.00 34.3 
Link REIT BUY 74.70 85.10 13.9 
Mindray BUY 483.00 530.00 9.7 
SHKP BUY 120.50 148.10 22.9 
Sino Biopharm BUY 8.70 13.00 49.4 
Trip.com BUY 40.17 52.00 29.4 
Wuliangye BUY 311.84 342.00 9.7 
Wuxi AppTec BUY 169.00 225.00 33.1 

Source: UOB Kay Hian 

CHANGE IN SHARE PRICE  
Company Rec May 21 To-Date* 
  (%) (%) 
Alibaba BUY -7.4 -7.4 
CR Beer BUY 11.0 11.0 
Feihe BUY -1.8 -0.9 
Ganfeng Lithium BUY 11.4 11.4 
Haidilao BUY -11.2 -11.2 
Kingsoft BUY -4.8 -4.8 
Mindray BUY 3.6 3.6 
Powerlong BUY -7.3 -7.3 
Sany Heavy BUY -1.9 -13.3 
SHKP BUY 1.6 1.7 
Trip.com BUY 5.3 4.2 
Wuliangye BUY 7.1 16.3 
WuXi Apptec BUY 8.6 -9.5 
Hang Seng Index  1.5  
 *Share price change since stock was selected as alpha pick 
Source: UOB Kay Hian 

PORTFOLIO RETURN 
(%) 2019 2020 3Q20 4Q20 1Q21 
HSI return 9.1 -3.4 -4.0 16.1 4.2 
Alpha Picks Return      
- Price-weighted 11.5 12.0 19.0 5.0 4.8 
- Market cap-weighted 5.6 10.5 15.4 5.3 4.5 
- Equal-weighted 3.3 4.7 2.5 7.2 5.9 

Assumptions for the 3 methodologies:  
1)  Price-weighted: Assuming the same number of shares for each stock, 

a higher share price will have a higher weighting. 
2)  Market cap-weighted: Weighting is based on the market cap at 

inception date, a higher market cap will have a higher weighting. 
3)  Equal-weighted: Assuming the same investment amount for each 

stock, every stock will have the same weighting. 
Source: UOB Kay Hian 

 
 
 
 
ANALYST(S) 

Greater China Research Team 
+852 2236 6799 
researchhk@uobkayhian.com.hk 



  

Thursday ,  03  June  2021

3 Refer to last page for important disclosures. 

G r e a t e r  C h i n a  D a i l y  

VALUATION OF ANALYSTS’ ALPHA PICKS 
   Price Target Last ----------------- PE ---------------- Yield ROE Market Price/ 
Company Ticker Rec 02 Jun 21 Price Year 2021F 2022F 2023F 2021F 2021F Cap. NTA ps 
   (lcy) (lcy) End (x) (x) (x) (%) (%) (LC$m) (x) 

CCB* 939 HK BUY 6.32 8.50 Dec-20 0.5* 0.5* 0.5* 6.1 11.5 1,597,557 0.5 
China Gas 384 HK BUY 29.05 37.60 Mar-21 13.8 11.8 10.8 2.1 25.3 162,807 3.2 
CR Beer 291 HK BUY 68.55 72.00 Dec 20 59.7 45.4 36.0 0.7 14.6 222,388 n.a. 
Feihe 6186 HK BUY 21.45 26.00 Dec 20 25.2 20.9 17.3 1.2 34.7 191,620 7.9 
JD.com JD US BUY 78.33 100.00 Dec 20 47.0 32.4 22.8 0.0 20.1 122,115 4.0 
Kingboard Laminates 1888 HK BUY 16.92 27.00 Dec 20 7.7 7.6 8.6 5.9 48.7 52,790 3.8 
Kingsoft 3888 HK BUY 55.10 74.00 Dec 20 57.8 37.4 29.5 0.0 4.5 75,637 2.4 
Link REIT 823 HK BUY 74.75 85.10 Dec 20 26.6 25.5 24.4 4.0 3.6 155,619 1.0 
Mindray 300760 CH BUY 483.00 530.00 Dec-20 71.1 59.8 49.8 0.6 32.1 587,179 28.3 
SHKP 16 HK BUY 120.50 148.40 Jun-20 11.0 10.6 9.8 4.1 5.4 349,183 0.6 
Sino Biopharm 1177 HK BUY 8.71 13.00 Dec-20 23.0 19.4 16.2 2.2 33.7 164,284 9.9 
Trip.com TCOM US BUY 40.17 52.00 Dec 20 79.1 24.9 19.1 0.0 2.0 25,416 1.5 
Wuliangye 000858 CH BUY 311.84 342.00 Dec 20 49.1 41.3 35.9 1.0 26.5 1,210,400 n.a. 
Wuxi AppTec 2359 HK BUY 169.00 225.00 Dec-20 65.8 51.2 40.9 0.0 12.3 505,204 9.4 

Source: Bloomberg, UOB Kay Hian 
* Note: Using P/B instead of PE valuation  

 

China Construction Bank – BUY (Eric Wang Zhen)  

 The banking sector offers a high level of defensiveness and sustainable dividend yield. 
The banking sector’s risk-to-reward ratio remains underappreciated as the sector is 
trading at a four-year low P/B valuation (0.52x), which we believe is a cheaper option. 

 Among the big four SOE banks, we prefer CCB for its: a) improvement in loan growth, b) 
stable asset quality, c) superior capital management, and d) digitalisation plan. As at end-
1Q21, CCB’s gross loans and advances to customers had increased 5.27% yoy. The fast 
growth in SME loans will ensure CCB meets the PBOC’s requirement before end-21. 
Besides, CCB has better capital management ability than other banks, and its current 
capital reserve can support its growth in 2020-22 without the need for raising further 
capital.  

 Lastly, CCB is one of the six banks in the e-CNY (Digital Currency Electronic Payment) 
pilot scheme. Although it is still undergoing public testing, combined with the bank’s 
digitalisation plan, we believe it is a good segment to observe. 

 We have a BUY with a target price of HK$8.50. Based on the Gordon Growth model, 
we derive our target price of HK$8.50, which implies 0.70x 2021F and 0.65x 2022F P/B. 

Share Price Catalyst 

 Event: Improvement in loan growth and digitalisation plan. 

 Timeline: Late-Jun 21. 

 
China Gas – BUY (Neo Chen/Sandra Huang)  

 We believe the company’s share price is very attractive at only 12x forward 12-month PE, 
much lower than peers’ above 16x. We think the market concerns over its cash flow 
condition have been reflected in the share price weakness in the past two months, while 
the coming full-year result in end-Jun 21 might be a positive catalyst for the company to 
re-rate.  

Share Price Catalyst 

 Events: Potential positive surprise from its full-year result in end-Jun 21; stronger-than-
expected gas sales in 2021. 

 Timeline: 1H21 
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China Resources Beer – BUY (Shen Zhifeng) 

 CR Beer’s high-end products achieved 11.1% yoy shipment growth in 2020, and the 
company expected more than a 30% yoy increase in this segment in 2021. The 
acceleration of its upmarket push will continue to drive earnings growth ahead. We 
believe CR Beer’s strong distribution network will buttress its high-end products sales. CR 
Beer said it may raise the products’ selling prices in 2021. Moreover, the retail prices of 
some of its products have been lifted based on our channel checks.  

Share Price Catalyst 

 Event: Acceleration of upmarket push; potential ex-factory price hikes.  

 Timeline: 2H21.  

 
Feihe – BUY (Shen Zhifeng) 

 Feihe saw a 26% yoy top-line growth in 2H20, in line with expectations. The company 
gained an 18% market share in the infant milk formula (IMF) industry as of 4Q20, 
according to AC Nielsen, vs only 13.4% for 1Q20, implying a continued rise in market 
share.  

 Ytd the company has seen lower retail discounts compared with 4Q20, which is good for 
margins. The company is on track to launch a special-diet IMF series in 1H21, new adult 
milk powder in 2H21 and Astrobaby Platinum in Aug 21. Feihe re-iterated its confidence 
in maintaining its 27% CAGR into 2023.  

 We have a target price of HK$26.00, expecting Feihe to overcome foreign competition 
in 2021 via product launches and further penetration into upper-tier cities. 

Share Price Catalyst 

 Event: Broadening consumption recovery. 

 Timeline: 1H21. 

 
JD.com – BUY (Julia Pan/Oong Chun Sung) 

 JD guided that it will continue to strengthen its logistics capabilities as it believes the 
success of its community group purchase relies heavily on logistics solutions (especially 
fresh produce which requires instant deliveries to ensure freshness). In terms of strategy 
for JD Retail, the company will pay attention to omni-channel solutions by integrating 
comprehensive digitalisation and marketing solutions to enable merchants to position 
themselves in various consumption scenarios.  

 JD expects JD Retail’s growth momentum in 2021 to be similar to 2020’s (27% yoy 
growth) with long-term margins to remain stable due to economies of scale and 
improvement in 3P sales. Management expects supermarket and healthcare categories 
to grow faster than the sales of electronics and home appliances. 

 JD Logistic debuted on the HK Stock Exchange. The company is trading at 3x PS (price 
to sales, based on 2020 revenue) whereas SF Holdings’ 2020 PS is trading at 2x. The 
slight premium is justifiable due to: a) its earnings visibility via contribution from its parent, 
and b) multi-growth engine model from JD (ie new initiatives and FMCG). 

  Our SOTP-based target price is US$100.00 (HK$388.00), implying 34x 2022F PE 
against three-year recurring EPS CAGR of 38% from 2022-25. 

Share Price Catalyst 

 a) Strong new user growth, b) continued margin expansion, and c) further expansion of 
logistics services to internal and external customers. 

 Timeline: 2H21.  
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Kingboard Laminates – BUY (Johnny Yum)  

 Copper clad laminate (CCL) demand is in a super upcycle, driven by the shipment 
recovery of all electronic devices, as well as the growing penetration of electric vehicles 
(EV), autonomous driving, and 5G related investments and applications. These growth 
drivers will not only provide robust growth in the near term, but also a secular demand in 
the coming 5-7 years given the significantly higher electronic components in Internet of 
Things devices in the 5G era. At the same time, the halted capacity expansion in 1H20 
amid the COVID-19 pandemic and the robust demand growth has led to a severe 
shortage in CCL’s upstream components, which led to spikes in the ASPs. 

 Kingboard Laminates as the largest CCL manufacturer globally will be best positioned to 
capture the robust demand growth, while its unique full vertically integrated supply chain 
will allow the company to enjoy significantly lower material costs and thus margin 
expansion compared with its peers.  

 We have a BUY recommendation and our target price is HK$27.00. The target price 
is based on 12x 2021F PE, 1SD above its historical average one-year forward mean. 

Share Price Catalyst 

 Events: Price hike announcements; profit alert. 

 Timeline: Jun-Jul 21. 

 
Kingsoft – BUY (Julia Pan/Oong Chun Sung)  

 Kingsoft is expected to continue to benefit from the solid growth of the WPS segment 
driven by the increased cloud+office collaboration. Management hinted it still has ample 
room for growth in terms of WPS market share as its current market share is on par with 
Microsoft in China. It expects WPS total users to grow to almost 400m (vs its WPS 
desktop MAU of 194m). In terms of the online game segment, it remains confident that 
2H21 growth will be strong anchored by a solid pipeline as most of the games have 
secured regulatory approval. 

 In the near term, management foresees regulatory impact on the education industry to 
slow its public cloud segment, but the healthcare & financials verticals will continue to 
underpin growth from the enterprise cloud segment. Kingsoft Cloud recently delivered the 
Sichuan healthcare cloud, while Guangzhou is still in the second phase of deployment 
and testing. Moving forward, management will continue to invest in cloud collaborations in 
order to enhance WPS product offerings.  

 We maintain BUY with a target price of HK$74.00, implying 37x 2022F PE, above its 
five-year historical average of 30x. 

Share Price Catalyst 

 Strong growth of WPS revenue from licensed software and subscription services, WPS 
Office’s penetration into other business segments, continued launch of the JX Online III 
expansion pack. 

 Timeline: 2H21 

 
Link REIT – BUY (Shaun Tan)  

 Delays in the air travel bubble arrangements could shift the focus back to domestic 
spending especially since the Hong Kong government’s HK$5,000 e-voucher support 
scheme is expected to be rolled out soon. This could help spur spending at Link REIT’s 
malls and the e-vouchers are intended for small-ticket items. With rental reversions 
returning to positive territory this year and with the help of new rental contributions from 
newly acquired assets, DPU growth is more visible now for Link REIT.  

 We maintain BUY and our target price of HK$85.10, based on the dividend discount 
model (required return: 6.1%, terminal growth: 2.0%).  
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Share Price Catalyst 

 Event: Hong Kong government’s e-voucher support scheme; FY21 earnings 
announcement.  

 Timeline: 2Q21. 

 
Mindray – BUY (Carol Dou/Sunny Chen)  

 Mindray reported stronger-than-expected revenue and earnings growth in 2020 and 
1Q21. It has a proven track record with revenue and net profit CAGR of 21.3% and 48.9% 
in 2015-20 respectively. We believe the company will generate a strong net profit CAGR 
of 21% for 2020-23. Public healthcare capacity expansion in China and around the world 
will support steady revenue growth for Mindray in the mid to long term. Besides 
enhancing its brand name in global healthcare markets, Mindray has also quickly 
penetrated over 700 high-end hospitals in overseas markets. Management expects to 
expand its overseas headcount and become increasingly localised as public healthcare 
service capacity is likely to benefit from governments’ budget plans. This will provide new 
opportunities for Mindray to expand its overseas market share. Meanwhile, management 
indicates that group purchasing organisation (GPO) tenders on in vitro diagnostic (IVD) 
reagents are unlikely to take place in the near term given the complicated technical 
requirements for IVD equipment. The orthopaedics GPO tender may bring considerable 
market share expansion opportunities for Mindray. 

 Maintain BUY and a target price of Rmb530.00. 

Share Price Catalyst 

 Events: Expecting a strong net profit CAGR of 21% for 2020-23, benefitting from public 
healthcare budget expansion in the global market and GPO on IVD reagents unlikely in 
the near term. 

 Timeline: 1H21 

 
Sino Biopharm – BUY (Carol Dou/Sunny Chen) 

 Sino Biopharm reported in-line revenue growth of 16.4% yoy in 1Q21, and stronger-than-
expected adjusted net earnings growth of 134.7% yoy in 1Q21, mainly due to the 
significant earnings contribution of COVID-19 vaccine (CoronaVac) from SinoVac. 
CoronaVac is now being sold to 23 countries. We believe the globalisation of SinoVac’s 
vaccine business will continue to generate substantial earnings contributions for Sino 
Biopharm in the next few years. We forecast the earnings contributions from SinoVac at 
Rmb6.0b in 2021, Rmb7.0b in 2022 and Rmb8.0b in 2023. 

 The company will have 13 products included in the new round of the GPO tender. As its 
current market share is very small and there are less than five competitors for most of 
these drugs, Sino Biopharm expects the GPO tender to bring market expansion 
opportunities. We believe the fifth round of the GPO tender will have limited or positive 
impact on Sino Biopharm. Moreover, the savings on selling expenses for GPO drugs will 
lead to continued margin improvement. Its pipeline has also entered the harvest season. 
Its innovative product launches (such as Anlotinib’s new indications and combo therapies, 
PD-1 mAb, and Recombinant Coagulation Factor VIII for Injection etc) will support 
stronger earnings growth from 2021 onwards.  

 Maintain BUY and a target price of HK$13.00. 

Share Price Catalyst 

 Events: 1Q21 adjusted net profit growth above estimates; substantial earnings 
contributions from SinoVac; expecting limited or positive impact from the fifth round of the 
GPO tender and potential launch of new products  

 Timeline: 1H21. 
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Sun Hung Kai Properties – BUY (Shaun Tan)  

 The Hong Kong residential market is heating up as prices have been increasing (CCL 
index up 5% ytd) together with transaction volumes (monthly transactions in Mar 21 and 
Apr 21 up 49% and 47% vs average volume in 2020). We continue to like Sun Hung Kai 
Properties (SHKP) as a proxy for the overall property market in Hong Kong and for its 
ample new project launches in 2Q21 (about 1,600 units). SHKP could be a defensive 
name to pick up as we expect results to be resilient on strong property sales. It currently 
provides an yield of 4.1%.  

 We maintain BUY with a target price of HK$148.10, based on a 30% discount to NAV 
of HK$214.65. 

Share Price Catalyst 

 Event: Strong residential project sales in 2Q21.  

 Timeline: 2Q21. 

 
Trip.com – BUY (Julia Pan/Oong Chun Sung)  

 Trip.com guided 2Q21 revenue to decline 30-35% vs 2Q19 as the domestic hotel and air-
ticketing business had recovered to pre-pandemic levels. In terms of the ASP for 
domestic hotels, the company still sees a subdued performance, but the air-ticketing ASP 
has surged to almost Rmb1,000 on average, higher than the similar period of 2019. In 
terms of growth by each business segment, Trip.com expects accommodation, 
transportation ticketing, package tour, corporate travel and others to see -25%/-40%/-
65%/15-20%/15-20% yoy growth vs 2Q19. Management expects non-GAAP net income 
of Rmb300m-400m in 2Q21, representing about 7% of non-GAAP net profit margin. 

 In terms of overseas travel demand, Trip.com expects to see meaningful recovery by 
2022. As a result, the 2021 result will lag behind 2019. The company introduced Xing Qiu 
Hao (星球号) in Jan 21. It intends to continue to focus on optimising and complementing 
user experience as well as enabling merchants to provide tailor-made travel products and 
improve their cross-selling rate.  

 We maintain BUY with a target price of US$52.00 (HK$404.00), implying 23x 2022F 
PE, 0.9x PEG against 2022-25 EPS CAGR of 29%. 

Share Price Catalyst 

 Events: Vaccination progress, near-term domestic holiday may see consumer “revenge 
spending” and implementation of travel bubbles/easing of overseas travel restrictions. 

 Timeline: 2H21. 

 
Wuliangye – BUY (Shen Zhifeng)  

 The wholesale price of Wuliangye remained high at Rmb980/bottle in May 21, indicating 
strong customer demand. We expect the wholesale price to remain at a high level or even 
rise further in 2H21. The company planned to raise the shipment proportion of group 
purchases for the eighth generation of Wuliangye by 35% in 2021. The ex-factory price of 
Wuliangye for group purchases has been raised to Rmb999/bottle from Rmb889/bottle.  

Share Price Catalyst 

 Events: Ex-factory price hike for group purchases and rising proportion of group 
purchases in 2021. 

 Timeline: 2H21. 

 
 
 
 
 



  

Thursday ,  03  June  2021

8 Refer to last page for important disclosures. 

G r e a t e r  C h i n a  D a i l y  

WuXi AppTec – BUY (Carol Dou/Sunny Chen)  

  WuXi AppTec reported robust results in 2020, and strong revenue and adjusted non-
IFRS net profit growth of 55.3% yoy and 63.6% yoy in 1Q21, above our full-year growth 
estimates of 35.0% yoy and 36.5% yoy, respectively. The company targets revenue 
growth of over 30% in 2021, mainly supported by its continued robust expansion of China 
lab services and contract development and manufacturing organisation services, as well 
as steady recovery of US operations. Meanwhile, the company continues to see growing 
business opportunities in 2021, and plans to further expand production capacity by over 
100% in three years in 2023. The total capex will therefore increase from Rmb3b in 2020 
to Rmb7b-8b in 2021. Moreover, US lab services and cell- and gene-therapy services 
have continued to recover rapidly on a qoq basis since 2H20. We expect the US 
operations to normalise in 3Q21. 

  Maintain BUY with a higher target price of HK$225.00. 

Share Price Catalyst 

 Events: Robust results in 1Q21; expecting over 30% revenue growth in 2021; US 
operations may normalise in 3Q21 and further enhancement in global service capabilities 
and capacity. 

 Timeline: 1H21. 
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SECTOR UPDATE 

Property – China 
May 21 Transactions Dragged By Slower Market Supply  

Real estate loan growth slowed to an eight-year low at 10.5% yoy in Apr 21. CBIRC 
remains firm on its stance to restrict funds flowing into the real estate industry. 
Property sales growth of the TOP 100 developers in May 21 normalised to 17.8% yoy 
due to the less aggressive launching of projects. Market supply and transaction volume 
will see a steep rebound in Jun 21 due to developers’ final push before their interim 
closing. Maintain UNDERWEIGHT. Top pick: Powerlong (1238 HK). 

WHAT’S NEW 

 CBIRC: Real estate loan growth slowed to eight-year low in Apr 21. The 10.5% yoy 
growth for the real estate-related loan balance was the lowest in the past eight years. It 
has been slower than overall loan growth since the beginning of the year. The 
concentration ratio of real estate-related loans declined 0.5ppt yoy in Apr 21. All six SOE 
banks reduced their exposure to the real estate industry. China Banking and Insurance 
Regulatory Commission (CBIRC) will also shortlist banks with high percentage of new 
loans directed at the real estate industry, closely monitoring them to ensure they adhere 
to requirements set by the authorities. Data shows that measures taken to restrict funds 
flowing to real estate industry have proved effective. CBIRC will continue to strengthen its 
efforts in tracing and improving controls to avoid working capital loans being illegally 
diverted to the real estate industry. 

 Top 100 developers’ May 21 property sales normalised to +17.8% yoy. Preliminary 
data from China Real Estate Information Corporation (CRIC) showed that the top 100 
developers’ property sales growth slowed to 17.8% yoy in May 21, down 14.2 ppt 
compared with the previous month. However, the top 100 developers’ ytd property sales 
still reported a 51.3% yoy growth and it was 39.4% higher than 2019’s level. The strong 
sales were not merely due to the low-base effect from 2020. Among the top 100 
developers, 40% of them recorded weaker monthly sales in May 21 on a mom basis but 
70% of them still recorded positive growth yoy. 

 Property transactions took a breather in May 21… In 29 major cities tracked by CRIC, 
property transaction in May 21 were reported at 29.53m sqm (-3% mom/+10% yoy). All 
four Tier-1 cities reported weaker monthly transactions in May 21 with overall transacted 
volume of 2.63m sqm (-20% mom/-5% yoy). As for Tier-2 and Tier-3 cities, property 
transactions were generally stable at 26.9m sqm (-2% mom/+11% yoy). Cities in eastern 
regions like Hangzhou, Wuxi, Fuzhou and Xiamen saw their sales momentum sustained 
into May 21, up 10%/90%/12%/27% mom respectively.  

 …due to less aggressive project launching. Market supply which slowed to 19.78m 
sqm (-38% mom/-25% yoy) was one of the key reasons for sluggish property transactions 
in May 21. Market supply in Tier 1 cities retraced from the peak in Apr 21, with only 1.45m 
sqm (-58% mom/-43% yoy) released to the market in the previous month. As for Tier-2 
and Tier-3 cities being tracked, the decline in May 21’s supply was not as steep, reported 
at 18.33m sqm (-35% mom/-23% yoy). The undersupply led to inventory digestion in over 
70% of the 29 cities being tracked. All of them except Xuzhou and Hefei reported an 
improved inventory-to-sales ratio. Market supply and property sales were expected to 
rebound strongly in Jun 21 as developers tend to give a final boost to their sales before 
their interim account closing.  

 UNDERWEIGHT 
(Maintained) 
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Company Ticker Rec 

Share 
Price 
(HK$) 

Target 
Price 
(HK$) 

Powerlong Holding 1238 HK BUY 7.74 10.20 

PEER COMPARISON 
   Price @ Target Upside/(Downside) Market ---------- PE --------- --------- P/B --------- -------- Yield -------- ROE 
Company Ticker Rec 2 Jun 21 Price to TP Cap 2021F 2022F 2021F 2022F 2021F 2022F 2021F 
   (HK$) (HK$) (%) (HK$m) (x) (x) (x) (x) (%) (%) (%) 
Powerlong Holding 1238 HK BUY 7.74 10.20 31.8 32,062.2 3.8 2.9 0.6 0.6 5.8 7.4 17.9 
Sunac China Holdings Limited 1918 HK BUY 29.30 42.00 43.3 136,674.0 2.7 2.4 0.7 0.6 7.3 8.3 29.3 
Ronshine 3301 HK BUY 5.40 6.50 20.4 9,090.5 1.3 1.0 0.3 0.3 12.5 18.8 20.8 
Shimao Property 813 HK BUY 22.65 31.40 38.6 80,128.8 4.3 3.7 0.7 0.6 9.3 10.7 16.9 
CIFI Holdings 884 HK BUY 6.89 8.65 25.5 56,767.2 4.7 3.8 1.1 0.9 6.4 8.0 22.5 
Source: Bloomberg, Wind, UOB Kay Hian 
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ESSENTIALS 

 Developers opt for certainty at the expense of profitability. Judging from the market 
response to the first batch of centralised land auctions, we have seen a divergent market 
response with developers giving preference to Tier 1 and Tier 2 core cities. Developers 
have opted for higher certainty in sales performance and cash collection instead of higher 
margins. In view of the strict financing regulations imposed by the authorities, liquidity is 
now the utmost priority of the industry. Some industry players have continued to bid for 
land despite minimal margins or even at a loss in order to: a) maintain the pace of scale 
expansion, and b) maintain market share in a particular city to remain competitive. 

 These reasons have further intensified the competition at land auctions in the core cities 
where the centralised land auction scheme does not seem to be effective in cooling down 
the land market. Developers will gradually shift to alternative ways of land acquisition like 
M&As, urban redevelopment and transit-oriented development to improve profitability. 
Besides, there is another trend in the industry where a growing number of developers 
have started joint bidding in this new round of land auctions. Such a move would lower 
capital requirements for deposit payments and limit risk exposure to a single project. This 
will likely be more common in the industry going forward. 

 Sunac lifted 2021 contracted sales target to Rmb700b. Sunac (1918 HK) recently 
raised its 2021’s saleable resources to Rmb1,000b. It maintained its targeted sell-through 
rate at 70%, which led to its new sales target of Rmb700b, up from the initial target of 
Rmb640b. The new sales target implies a 21.7% yoy growth from its 2020 contracted 
sales. Sunac also estimated its 5M21 contracted sales could reach Rmb240.8b, 
completing 34.5% of its new target.  

ACTION 

 Maintain UNDERWEIGHT on the property sector. We foresee the property sales growth to 
gradually normalise in the coming months as the effects of tightening measures and credit 
tightening which also leads to rising mortgage rates will gradually materialise. Furthermore, 
with the authorities reviving efforts to roll out property tax in the country, we expect more 
cities with overheated property markets like Shenzhen and Hainan to be included in the new 
pilot scheme soon. Market sentiment has turned slightly cautious as it is unsure of the 
magnitude of the impact on the industry. We are unable to comment on the possible impact 
on the market given very limited details being released by the officials as of now. We 
maintain our forecast for 2021 property sales growth at about 10% yoy. 

 Powerlong (1238HK/BUY/Target: HK$10.20) remains our top pick for the sector. Our 
target price for the company is HK$10.20, based on the stock’s historical average discount of 
50% to its NAV/share of HK$20.25. We like Powerlong due to: a) its high exposure to the 
Yangtze River Delta Region, b) its disciplined land acquisition approach with reasonable 
average land premium of 4.7% in 2020, and c) its fast-expanding commercial asset portfolio 
which is expected to contribute recurring rental income of Rmb4,000m in 2020 (+24% yoy). 
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Kingboard Laminates (1888 HK) 
Trading Buy Range: HK$ 17.14-17.16 

Last price: HK$16.92 

Target price: HK$18.10/19.20 

Protective stop: Breaks below HK$15.82 

Stock Highlights: 

Demand for CCL is booming due to multiple growth 
drivers, while supplies are facing bottlenecks, causing 
ASP to surge. We believe Kingboard Laminates is best 
positioned to capture this CCL supercycle, and expect 
its sales to spike in conjunction with margin expansion, 
thanks to its world-leading scale and industry low cost 
provided by its unique vertically-integrated supply 
chain.  

Technical View: 

The stock has just rebounded from a long-term bullish 
trendline (formed since Aug 20) with a “morning star” 
candlestick bullish pattern. The daily RSI is turning up 
and has crossed above its 40% level (lower boundary 
of bullish zone). The MACD is turning up below its 0-
level, while the MACD histogram is narrowing up. 
Hence, share price is likely to continue rebounding and 
challenge its resistance at HK$18.10 first. A break 
above this level would call for a further advance 
towards HK$19.20. 

Average time frame: Around 2 weeks. 

 

PetroChina (857 HK) 
Trading Buy Range: HK$ 3.40-3.41 

Last price: HK$3.36 

Target price: HK$3.55/3.70 

Protective stop: Breaks below HK$3.20 

Stock Highlights: 

OPEC has maintained its plan to gradually ease 
production cuts, as expected from a meeting held 
earlier. The volume of production cuts in July will drop 
to 2.1 million barrels per day. The news has driven 
international oil prices to their highest level in more 
than two years. In addition, as countries around the 
world continue to vaccinate their citizens, the market 
expects the global economy to continue its recovery, 
and travel activities will also increase. The outlook for 
growth in crude oil demand is promising, which is 
beneficial to oil shares. 
Technical View: 

The stock has rebounded from its rising 20-day (red 
line) moving average and a bullish trendline (purple 
line). In addition, prices have just broken above the 
upper boundary of a short-term bullish channel (pink 
lines). The daily RSI has stood firmly above its 
horizontal support at 55.60 since May, showing that the 
stock is quite strong. The MACD is above the 0-level 
and has just crossed above its signal line.  

Average time frame: Around 2 weeks. 
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Disclosures/Disclaimers 
 

This report is prepared by UOB Kay Hian (Hong Kong) Limited (“UOBKHHK”), which is a licensed corporation providing securities 
brokerage and securities advisory services in Hong Kong. 
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product.  
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKHHK. This report is not directed to or intended for distribution to or use 
by any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKHHK 
may determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable 
law or would subject UOBKHHK and its associates (as defined in the Securities and Futures Ordinance, Chapter 571 of Hong Kong) to 
any registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKHHK to be reliable. 
However, UOBKHHK makes no representation as to the accuracy or completeness of such sources or the Information and UOBKHHK 
accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKHHK and its 
associates may have issued other reports expressing views different from the Information and all views expressed in all reports of 
UOBKHHK and its associates are subject to change without notice. UOBKHHK reserves the right to act upon or use the Information at any 
time, including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKHHK, its associates and its officers, employees and representatives may, to the extent 
permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit business 
from, the subject corporation(s) referred to in this report; (2) UOBKHHK, its associate and its officers, employees and representatives may 
also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business from, other persons in 
respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, employees and 
representatives of UOBKHHK may also serve on the board of directors or in trustee positions with the subject corporation(s) referred to in 
this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKHHK may otherwise have an interest 
(including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report is prepared by UOBKHHK, a company authorized, as noted above, to engage in securities activities in Hong Kong.  
UOBKHHK is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKHHK (whether 
directly or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption 
from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons 
that receive this document by way of distribution from or which they regard as being from UOBKHHK by their acceptance thereof represent 
and agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKHHK. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKHHK who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKHHK or any other person, any of the Subject 
Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not 
receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any 
sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the 
compensation received by each such research analyst is based upon various factors, including UOBKHHK’s total revenues, a portion of 
which are generated from UOBKHHK’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to applicable 
law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong who 
is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law. 

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority of 
Indonesia (OJK). Where the report is distributed in Indonesia and contains research analyses or reports from a foreign 
research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant foreign 
research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, at 
+603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital markets 
services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore. Where the report is 
distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who 
is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the contents 
of the analyses or reports only to the extent required by law. 

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning of 
the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in the 
UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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