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Regulatory actions boost economy 
recovery  

 

• Energy, utilities, and power sectors in demand; 

Education retreated after strong gains in Nov; 

RRR cut to benefit China banks 

• Remain overweight on automobile, renewable 

energy, China property & management, e-

commerce, internet, port & toll roads, and oil 

& gas 

• Our 12-month Hang Seng Index target is 

maintained at 28,500, which implies 12.1x 

FY22F PE  

 

Monthly market wrap. Hang Seng Index dropped 0.3% m-o-

m in December. The performance of the index stocks was 

mixed - technology and new economy stocks 

underperformed while financials overperformed the 

benchmark. China officials are laying the ground for a stable 

economy in 2022 by cutting the RRR by 0.5ppt and  injecting 

RMB150bn into the economy. Energy and power related 

sectors outperformed the market due to the peak winter 

season. The Education sector was the worst performing 

sector as prices retreated from the strong gains in 

November.  

 

Sector preference. We are Overweight on China automobile 

and renewable energy due to supportive policies amid 

President Xi’s pledges on NEV and zero emissions. We 

believe heavily regulated sectors and companies that have 

already been penalised are more likely to avoid further 

regulatory action and most importantly, sectors such as 

China property, China property management, e-commerce 

and internet are trading at attractive valuations. We like 

both the port & toll roads and oil & gas sectors due to the 

strong demand amid global economic recovery post-

pandemic and the inflationary environment. Lastly, we 

believe financial-related sectors such as China/HK banks 

and China Insurers stand to benefit from the upcoming 

interest rate upcycle. 

 

Valuation. Our 12-month Hang Seng Index target is 

maintained at 28,500, which implies 12.1x FY22F and 10.6x 

FY23F earnings, equivalent to its 5-year average 1-year 

forward PE. There is no change in our top picks during the 

period. 
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Recommendation & valuation 

  Closing Tgt FY22F 

Company Name Code price Price PBV PER yield 

    (HK$) (HK$) (x) (x) (%) 

AIA 1299 HK 78.6 125.0 1.7 15.4 1.9 

Alibaba Group ^  ̂ 9988 HK 114.5 228.0 1.8 14.1 0.0 

Bank of China HK  2388 HK 27.5 32.0 0.9 9.7 5.2 

China Merchants 

Bank 

3968 HK 61.8 87.7 1.8 10.8 3.1 

Country Garden # 2007 HK 6.8 12.5 0.5 3.1 9.1 

Country Garden 

Services 

6098 HK 40.4 75.6 2.7 17.8 1.4 

Flat Glass Group 6865 HK 35.0 48.0 4.3 23.0 0.9 

Ping An Insurance 2318 HK 56.8 94.5 0.9 6.0 4.2 

Tencent^  ̂ 700 HK 430.6 671.0 3.2 17.3 0.6 

Xinjiang 

Goldwind-H 

2208 HK 14.1 19.2 1.2 10.4 3.6 
 

Source: Thomson Reuters, DBS Bank (Hong Kong) Limited (DBS HK), 

Bloomberg Finance L.P. 
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Monthly market wrap  

Hang Seng Index dropped 0.3% in December. The 

performance of the index stocks was mixed, where 

technology and new economy stocks underperformed while 

financials overperformed the benchmark. China officials are 

laying the ground for a stable economy in 2022, while the 

country has cut RRR by 0.5ppt, injecting RMB150bn into the 

economy. Heavyweight constituents such as Alibaba (9988 

HK), Tencent (700 HK), Meituan (3690 HK) fell 6.6%, 0.6% 

and 5.3% respectively. HSBC (5 HK) was the top contributor 

to the index where the bank gained 9.4% in the period and 

offset the drag from the tech stocks.  

 

The best performing constituents were CKI Holdings (1038 

HK) and CK Asset Holding (1 HK), due to the group’s series of 

share buybacks during the month, involving c.HK$70m. 

JD.com (9618 HK) was the worst performing constituent, 

with a drop of 19.4% in December. This is due to Tencent’s 

announcement of a special interim dividend in the form of a 

distribution in specie of approximately 457 million Class A 

ordinary shares of JD.com.   

 

Energy and power related sectors outperformed the market 

in December. Within our coverage, coal, electric utilities and 

gas utilities sectors recorded double-digit gains due to the 

peak season during winter. Against the backdrop of tighter 

supply amid power shortage in China, demand for these 

utilities remains strong.  

 

Education sector was the worst performing sector. The 

sector retreated significantly from November’s strong gains. 

It was the best performing sector in November, on easing 

regulatory developments. HK-listed educators 

outperformed, given educators released better than 

expected results and evident attractive valuations.  

 

 
Sector performance – December  

 

Source: DBS HK 
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Sector view update 

 
DBS Strategist’s sector view 

Status Sector 

Strategist's 

view Top picks 

 China banks Overweight CMB (3968 HK), PAB (000001 CH), PSBC (1658 HK) 

 HK Banks Overweight BOCHK (2388 HK) 

 China property Overweight COLI (688 HK), Logan (3380 HK), Country Garden (2007 HK) 

 China property management Overweight Country Garden Services (6098 HK) 

 China insurers Overweight Ping An (2318 HK), CPIC (2601 HK), AIA (1299 HK) 

 Renewable energy Overweight XJ Goldwind (2208 HK), Flat Glass (6865 HK) 

 Ports and Toll Roads Overweight China Merchants Port (144 HK) 

 Oil and gas Overweight CNOOC (883 HK) 

 China automobile  Overweight BYD (1211 HK) 

 Internet Overweight JD.com (9618 HK), Meituan (3690 HK) 

 Restaurants and catering Neutral Yum China (9987 HK) 

 Food and beverages Neutral China Mengniu (2319 HK) 

 Textile Neutral Texhong textile (2678 HK) 

 HK Developers Neutral Hysan Development (14 HK) 

 HK Landlords & REITs Neutral Link REIT (823 HK), Fortune REIT (778 HK) 

 Tech hardware Neutral Sunny Optical (2382 HK), Hua Hong Semicon. (1347 HK) 

 China Brokers Neutral CITIC (6030 HK), CICC (3908 HK), GF (1776 HK) 

 Consumer - Retailing Neutral 
Luk Fook (590 HK), CSS (116 HK), Sa Sa (178 HK), Prada (1913 

HK), Samsonite (1910 HK) 

 Environmental service Neutral China Everbright Water (1857 HK) 

 Gas utilities Neutral Towngas China (1083 HK) 

 Aviation Neutral BOC Aviation (2588 HK), CSA (1055 HK) and CEA (670 HK) 

 HK telecom Neutral HKBN (1310 HK) 

 China telco equipment Neutral ZTE (763 HK) 

 China telecom carriers Neutral China Unicom (762 HK) 

 China materials Underweight Anhui Conch (914 HK) 

 China education Underweight China Education Group (839 HK) 

 Railways and construction Underweight China Railway Construction (1186 HK) 

 Pharmaceutical and healthcare Underweight B-Soft (300451 CH) 

 Gaming Underweight Galaxy (27 HK), SJM (880 HK) 
 

Source: DBS HK 
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Overweight  

 

China automobile The Chinese automobile sector was affected 

by supply chain disruptions, auto chip shortages, and higher 

commodity prices in 2021. While we expect a sequential 

improvement in chip supply in coming quarters to lift vehicle 

production, logistic bottlenecks and high commodity prices 

could be a drag on the sector’s growth pace in 2022.  

On the other hand, the new energy vehicle (NEV) market has 

posted robust growth sales of over 100% in 2021 and we 

expect the sector to remain strong in 2022, given China's push 

for low carbon transport under the 14th five-year plan.  

 

Factoring the above, we estimate the Chinese passenger 

vehicle market to grow by about 5% in 2022.  

 

Critical factors for the sector are monthly vehicle sales trends 

and commodity price movements.  

 

Top Picks: BYD (1211 HK) 

 

China banks We expect LPR to stay at the current level in 

FY22F assuming China economy remains on a steady recovery 

track. With the decline in high-cost deposits and relatively low 

interbank market rate, banks with better asset/liabilities 

allocation could face less pressure on NIM in FY22F. We 

expect China banks' NIM to decline by 1bp in FY22F. Despite 

limited room for further RRR cuts, the high loan-to-deposit 

ratio (LDR) of 82.7% and increasing capital requirement for 

domestic systemically important banks (DSIBs) give banks less 

loan capacity to support credit demand. In order to continue 

to support China's economic recovery to the pre-Covid level, 

we expect PBOC to cut RRR by 50bps in 1H22 to inject funding 

to the banking system and direct liquidity to the sectors which 

are aligned with policy direction. This should be able to 

support 11.5% y-o-y growth in loans in FY22F, in our view.   

 

Despite the wide fluctuations in A-share prices in FY21, the 

average daily trading volume had increased by 21%/16% for 

SH/SZ index in 1H21, compared to FY20. As China’s 

government opens up the equity market for corporates to 

raise funds and relax limits on investments by foreign 

investors, there has been an increase in the initial public 

offering (IPO) pipeline of A-shares. We expect A-shares to 

continue outperforming in FY22F amid China’s continued 

economic recovery to pre-COVID19 levels, which would 

further support China banks' fee income growth momentum. 

With the earnings uptrend in 2021-22F helped by China’s 

economic recovery, we expect corporate cashflows to turn 

positive. Asset quality has started to improve thanks to lower 

new NPL formation and increased NPL disposals in FY21F. As 

long as China’s economy continues its recovery and income 

levels of corporates return to pre-COVID levels, we expect 

overall credit risks to be manageable with sufficient coverage 

ratio for default risks. 

 

Critical factors for the sector to watch: China GDP growth, 

social financing, deposit/loan growth, and NPL and special 

mention loan trend. 

 

Key risks to watch out for: Lower-than expected economic 

growth in China would adversely affect financing demand, and 

deterioration of asset quality amid the decline of solvency 

would lead to an increase in credit costs, while a sharp 

downward trend in LPR would hurt China banks' NIM and 

interest income. 

 

Top Picks: CMB (3968 HK), PAB (000001 CH), PSBC (1658 HK) 

 

China insurers We expect the life agent channel reform to be 

completed in 2H22F, given the substantial industry-wide drop 

in agent headcount in FY21F. We expect Ping An to be the first 

lifer to be out of the woods, given Ping An has initiated its 

agent channel reform since 2H19, a year earlier than most of 

the lifers. By 3Q21, Ping An's life agent headcount has risen 

back to FY14-15 levels, the year life agent certification 

requirement was relaxed by CBIRC and life insurers started to 

aggressively recruit life agents as their main strategy for new 

business growth.  

 

As such, we expect Ping An to post a mildly positive VNB 

growth of 4% y-o-y in FY22F, while other lifers should see a 

moderation in the decline in VNB growth compared to FY21F. 

Ping An's share price has underperformed its peers in FY21F, 

due to market concerns over its exposure in the real estate 

segment. While there is risk in the near term from real estate 

segment, we expect the situation to gradually improve on the 

back of expected loosening measures on home unit deliveries 

and the healthy development of the property market.  

 

Our previous analysis a suggests Ping An's fair value to be 

HK$51.5, under the worst-case scenario. 

 

Critical factor to watch: VNB growth, China 10-year bond yield. 

 

Key risks: China property market development, downward 

trend of 10-year bond yield, substantial slower than expected 

VNB growth. 

 

Top Picks: Ping An (2318 HK), CPIC (2601 HK), AIA (1299 HK) 

 

China property We expect the physical market to see a decline 

in 2021, driven by 1) a 5-10% decline in residential GFA sold, 

from a supply shortage due to developers' sluggish progress 

overall in terms of land acquisitions and weak GFA new starts; 

and 2) flattish ASP - with impact from weaker market 
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sentiment offset by lower supply and price floors 

implemented by local governments. Meanwhile, we expect 

more supportive measures on the horizon on the policy front 

to assist developers in managing their refinancing in Jan-Feb 

22. We believe support will most likely come in form of 1) 

continued lowering of mortgage rates, faster mortgage 

approval time and cash disbursements; 2) window guidance 

on banks to ensure normal refinancing of existing 

development loans, and to push forward the gradual 

reopening of onshore funding channels; and 3) ensure 

adequate but not excessive control on developers' presales 

proceeds. 

 

In terms of developers, presales performance in 2022 will 

likely be polarised. Leading names such as Longfor (960 HK), 

CR Land (1109 HK) and COLI (688 HK) with sound balance 

sheets to facilitate land acquisitions will likely be able to 

maintain a decent high-single-to-double-digit growth. Others 

that stayed away from the land market to deal with refinancing 

pressures will likely have less saleable resources and thus may 

post a y-o-y decline for the year. While the market is currently 

focused more on individual developers' repayment capability, 

we expect attention will gradually turn to developers' 2021 

and 2022 earnings, which in our view has downside risks 

stemming from 1) margin compression - borne by an 

anticipated spike in SG&A in 2H21, gradual increase in 

average funding costs and price cuts that developers made to 

accelerate presales; and 2) slower presales growth and thus 

weaker delivery outlook. We do not preclude the possibility for 

more troubled developers to cut or suspend their dividend 

policy. Having said that, we believe investors' weighting in the 

sector is already low, alongside a 1-year forward PE valuation 

that is >1.5sd below 3-year mean. We therefore take the view 

that the negatives over potential earnings cuts, dividend halts 

and refinancing pressure should have been largely priced in. 

We continue to like names with sound balance sheets and 

capacity for land acquisitions to underpin future presales 

growth - COLI (688 HK) and CG (2007 HK). 

 

Key factors to watch for include 1) magnitude of policy 

support that the central and local government are willing to 

offer to developers; and 2) pace of onshore and offshore 

refinancing channel resumption, amongst others. 

 

Top Picks: COLI (688 HK), Logan (3380 HK), Country Garden 

(2007 HK) 

 

China property management Share price performance of the 

sector has been weak since 2H21 and exhibited a strong price 

correlation to the China property sector alongside 1) spillover 

concerns on developers’ liquidity and refinancing risks; 2) 

evidently moderating physical market growth outlook; and 3) 

policy risks from Common Prosperity. We are relatively more 

optimistic over all these factors as we enter 2022. First, we 

believe the property sector should have passed its toughest 

period as policy direction has already turned, and more 

supportive measures are likely on the way. As such, we believe 

investor concerns on this front should gradually ease during 

2022. Second, while we do expect the physical market in 2022 

to decline (c.5-10% fall) as developers will likely record 

presales decline given shortage of saleable resources for the 

year, we expect the shortfall in terms of GFA growth for 

property managers can be offset by their ongoing efforts to 

secure third party projects and rising opportunities in the 

M&A space. There could be some impact on non-property 

owner VAS, which represented c.25% of GP in FY20, but we 

believe the magnitude of the property market slowdown 

should result in a manageable 1-3% of the sector's GP. Third, 

we do not expect any meaningful policy headwinds on the PM 

sector, as PM is a necessity service and plays a key role to 

facilitate policy implementation, not to mention that any 

changes in the social security policy would have an 

unforeseen and drastic impact on the Chinese economy. 

 

In terms of individual property managers, we believe their 

FY21 earnings should be largely intact. The potential impact 

on non-property owner VAS from the physical market 

slowdown in 2H21 should translate into manageable earnings 

impact of <3% (with exception of a handful of property 

managers with debt-troubled related developers that took a 

substantial hit in their recent presales performance). Having 

said that, if we are to look further into FY22-23 onwards, 

performance among property managers may be polarised. 

Large-caps will likely be able to maintain their current growth 

outlook and offset the impacts from a moderating property 

market and weakening non-property owner VAS outlook via 

taking on M&As, but small-caps may have to see some cuts in 

terms of their future growth expectations.  

 

We expect share price and valuation in the property 

management sector to rebound, share price correlation with 

the property sector to decrease, and investors to refocus on 

fundamentals in 2022. We recommend investors to 

accumulate sector leaders with solid ranking in earnings 

growth visibility, earnings quality, and earnings growth 

potential - the three key pillars behind the valuation 

discrepancy in the property management sector - Country 

Garden Services (6098 HK) 

 

Key things to watch for would include 1) liquidity environment 

and repayment pressure of the development sector; 2) 

physical property market performance; and 3) property 

managers' ability to secure quality M&As at reasonable costs, 

among others. 

 

Top Picks: Country Garden Services (6098 HK) 
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HK Banks The Fed’s announcement of tapering its asset 

purchases in Nov'21 to curb inflation risks was a positive 

signal that the interest rate downtrend is coming to an end. 

We expect this should benefit HK banks’ NIM and net interest 

income, even though HIBOR/LIBOR are likely to stay at a 

relatively low level until the Fed rate hike takes place. We 

expect NIM to recover in 2H21F and rebound strongly in 

FY22F, helped by robust credit demand, better asset 

allocation and improving investment yield. With improving 

investment demand, we expect loans to grow 5%/6% y-o-y in 

FY21/22F. Fee income remains the bright spot, driven by 

brokerage fee and retail investment funds. Provisions are 

expected to be lower y-o-y on easing pressure from 

adjustments in ECL assumptions. Given the better outlook, we 

have revised up HK banks earnings to record 12-16% growth 

in FY21F and 10-13% in FY22F, higher than market 

expectations.  

 

With improving investment demand, we expect loans to grow 

5%/6% y-o-y in FY21/22F. Fee income remains the bright spot, 

driven by brokerage fee and retail investment funds. 

Provisions are expected to be lower y-o-y on easing pressure 

from adjustments in ECL assumptions. With better outlook, we 

revised up HK banks earnings to record 12-16% growth in 

FY21F and 10-13% in FY22F, higher than market expectations. 

On the back of sufficient capital levels and better earnings, we 

expect this should support HK banks’ valuation re-rating from 

c. -1STD below five-year avg to its five-year avg PB multiple. 

 

Critical factors for the sector to watch: HK GDP growth, 

unemployment rate, bankruptcy cases, loan/deposit growth 

 

Key risks to watch out for: weaker-than-expected HIBOR 

movement, deterioration of asset quality, and a further 

slowdown in the HK economy. 

 

Top Picks: BOCHK (2388 HK) 

 

Internet Regulation risks should remain an overhang for 

internet sector at least in 1H22; but the real surprise should 

be more manageable, as major impact has been played out 

and a regulatory framework has been established. Besides, 

Internet companies should be having more frequent 

dialogues with the regulator.  

 

(1) Overall, China e-commerce segment growth should be 

back-end loaded in 2022, driven by deepening penetration 

into lower tier cities and expansion in the e-grocery segment. 

Smaller players will experience stronger growth by market 

share gains, after new anti-trust rule (e.g. no more 2 choose 1 

practice). E-commerce players will invest and focus on high 

growth segments, including e-grocery, fresh grocery and CGB. 

In particular, fresh grocery is expected to grow at a CAGR of 

38% over 2020-2023, given the lower penetration of 12%, vs. 

overall online penetration rate of c.24% in 2021. The 

investment into CGB is still in investment phase but we expect 

losses to narrow in 2022, which will continue to drag down 

overall profitability of Meituan, Pinduoduo and JD.com, while 

benefitting longer term growth.  

 

(2) Online games sector suffered from license approval 

suspension and tightened content regulation towards end of 

2021. We expect the growth momentum to gradually resume 

in 2Q22. Overseas expansion, which is supported by the 

government, will continue to be the key growth driver.  

 

(3) Online advertising is a one of the key revenue contributors 

for internet companies. The segment’s growth will be more 

challenging in 1H22 partly due to economic slowdown and 

regulatory changes. The performance has been dragged by 

the weakness in certain verticals, such as education, online 

games and insurance in 2H21. The regulation on data privacy 

remains a concern in 1H22, but actual impact should be 

manageable. 

 

(4) As for short video sector, operating matrices such as MAU, 

DAU and duration of usage will continue their strong 

momentum. However, the potential clampdown on live 

streaming, in particular on content, remains a concern. The 

broad regulatory scrutiny over various industries, such as 

education and real estate has weakened the prospect for 

online advertising business. We expect a stronger 

performance in 2022, considering peak season of the Spring 

Festival and Winter Olympics.  

 

(5) Outlook of online travel will remain uncertain due to 

resurgence of Covid as well as the spread of new variants 

globally. Players focusing on domestic travel and lower tier 

cities expansion have higher potential to outperform. In terms 

of profitability, (i) investment into loss-making CGB, (ii) re-

investing profits into long term growth and (iii) common 

prosperity are the factors negatively impacting earnings 

growth in short term.  

 

Top Picks: JD.com (9618 HK), Meituan (3690 HK) 

 

Oil and gas US’ plan to release oil from its strategic petroleum 

reserves is not a big game changer. In a desperate bid to 

lower gasoline prices at the pump, US President Biden has 

tried to co-ordinate a global release of Strategic Petroleum 

Reserve (SPRs) but the move to release 50 million barrels over 

a period of a few months is too small to make a significant 

dent on the global market. Other major players like China and 

Japan did not make any firm commitments either.  
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Supplies remain in check in the near term as OPEC+ is in no 

hurry to boost production higher than planned. In its latest 

meeting last week, OPEC+ members decided to stick to the 

0.4mmbpd monthly output increase despite calls for more 

production. The lack of material response from US shale 

drillers to the oil price increase so far seems to be one of the 

reasons that the OPEC+ bloc remains comfortable with oil 

prices above US$70/bbl and will instead focus on enjoying the 

higher oil revenues for now.  

 

Revised up our near-term forecasts further to factor in current 

bullishness and spillover from the gas market. Spot LNG 

prices in Asia and Europe are hovering in the US$25-

30/mmbtu range currently, compared to levels of 

US$5/mmbtu this time last year, as demand supply mismatch 

in gas sector has soared owing to muted upstream 

investments. If the coming winter is colder than usual, 

potential for higher oil demand increases. Given that the gas 

supply situation is unlikely to be addressed over the next few 

months, we raise our average Brent crude oil price forecasts 

for 2021/2022 to US$70-75/bbl and US$75-80/bbl 

respectively, from US$67-72/bbl and US$70-75/bbl earlier. 

Following the winter gas crunch, we anticipate both gas and oil 

prices to moderate in 1H22, before firming up again in 2H22 

on the back of high season demand. 

 

Introducing 2023 forecasts at higher than 2022 levels. 2022 

should still represent a reasonably balanced market, as 

OPEC+ is still looking to boost supplies by around 4.0mmbpd 

over the next 10 months. But, looking further ahead, we 

believe there could be oil price spikes towards US$80/bbl or 

higher in late 2022 and beyond, once demand has recovered 

to pre-COVID levels, with air travel still recovering well into 

2023, and OPEC spare capacity is down to normalised levels, 

as severe systemic underinvestment on the upstream side in 

recent years could have an impact on non-OPEC supply 

growth. Thus, we introduce 2023 average Brent crude oil price 

forecast at an elevated level of US$85-90/bbl.. 

 

Top Picks: CNOOC (883 HK) 

 

Ports and Toll Roads Both China Merchants Port and COSCO 

SHIPPING Ports had reported very strong interim results, and 

are on track to post a strong performance for FY21, as year-

to-date throughput growth has been robust, on average at 

double-digit pace, and the traditional peak container shipping 

season coming in the weeks ahead. We can also expect to see 

average revenue per TEU improve as a result of the boom in 

freight rates, which along with high operating leverage in the 

sector, should see margins and ROE improve significantly. 

With dividend payout ratios expected to be maintained at 

40%-50%, we can expect final dividends for both these 

counters to be material, especially for China Merchants Ports, 

whose dividend payout is usually heavily slanted towards the 

second half (1st half payout was just 17%).  

 

Top Picks: China Merchants Port Holdings (144 HK) 

 

Renewable energy In the lead up to COP26, China’s 

government had released more specifics on its 

decarbonization roadmap to achieve the dual 30-60 emission 

reduction goals. This provides a favourable growth backdrop 

for revenue and earnings for renewable players. For the 

energy sector, China targets to reduce carbon emission per 

unit of GDP by 18% by 2025 compared to 2020 levels, and 

65% reduction by 2030 compared to 2005 levels. China also 

targets to increase the share of non-fossil fuel sources in its 

primary energy mix to 20% by 2025, and 25% by 2030, 

compared to 16% in 2020. In Oct-21, China reiterated the 

target to achieve combined wind and solar capacity of >1,200 

GW by 2030.  

 

Given solid policy support, we estimate China’s new solar 

installations to be c.78-135GW per year in 2022-25, which 

translates to CAGR of c.20%. Flat Glass (6865.HK) stands to 

benefit from growing solar installations. The company is 

aggressively expanding production capacity to meet firm 

demand for solar glass. Earnings could be revised upwards 

should polysilicon prices moderate, which alleviates the 

pressure on installation costs of downstream players. After 

the recent correction, the counter is trading at <0.8x PEG 

which is attractive in view of its visible growth trajectory. We 

rate Flat Glass BUY with HK$48 TP.  

 

For wind, we estimate China’s new installations should reach 

c.47-68GW per year in 2022-25, which translates into a CAGR 

of c.13%. Xinjiang Goldwind (2208.HK) should remain a prime 

beneficiary of wind capacity expansion in China. In the near 

term, operators of older wind farms are actively exploring an 

upgrade of their wind turbines. While it is too early to estimate 

the total upgrader demand at this stage, this also bodes well 

for Goldwind’s WTG business. The main risk to earnings is 

higher-than-expected inflation which will drive up the cost of 

components and compress Goldwind’s gross margins. 

Goldwind H-shares trade at <0.9x PEG and we currently rate 

the stock a BUY with HK$19.2 TP.   

 

Critical factors for the sector: China’s renewable installation 

targets (in GW) in the intermediate term for both wind and 

solar, sales volume, gross margin.  

 

Key risk: slowdown in economic growth, supply chain 

bottlenecks for key commodities and components 

 

Top Picks: XJ Goldwind (2208 HK), Flat Glass (6865 HK) 
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Neutral  

 

Aviation The Chinese airlines should turn profitable in 

2HFY22F, as air passenger volumes should rebound with 

China gradually reopening its international borders from late 

1HFY22F. Passenger yields should firm up as supply-demand 

dynamics turn more favourable with airlines shifting domestic 

capacity into international routes. While the pandemic has 

forced many airlines in the region to downsize and streamline 

their fleets, the Chinese airlines are still growing their aircraft 

portfolios, and this will enable them to garner market share 

from competitors in the region. Operating margins should 

improve as unit costs continue to trend down with airlines 

achieving more economies of scale, despite some pressure 

from buoyant crude oil/jet fuel prices.   

 

On valuations, the three Chinese airlines are trading at 1.5 to 

2.0 standard deviations below their five-year averages on a 

P/BV basis, which presents a good buying opportunity in our 

view. However, we remain neutral on Cathay Pacific, given its 

relatively sluggish recovery profile compared to the Chinese 

carriers, and pricey valuation. 

 

Chief earnings downside risk is the emergence and spread of 

new variants like the Omicron strain, but the Chinese airlines 

are best positioned to weather the storm due to support from 

a robust and substantial domestic market. Meanwhile, delays 

to China's reopening (we currently anticipate China to start 

easing international travel restrictions from May-June 2022), or 

crude oil/jet fuel prices running ahead of passenger traffic 

could also moderate the earnings prospects of the Chinese 

airlines. 

 

Aircraft lessors are our preferred pick at this juncture, 

because of their earnings resilience and bargain valuations. 

Despite the threat of the new COVID-19 variant, BOC 

Aviation's earnings should continue to grow on the back of 

sustained portfolio expansion (via both organic and via 

purchase-and-leasebacks). The risk of asset and bad debt 

impairment is present but should be manageable with aircraft 

values and airlines' financial performance stabilising. 

Additionally, the recent sell-off is overdone in our view, as the 

stock is now trading at 1 to 1.5 standard deviations below its 

5-year average on a P/BV basis. 

 

Top Picks: BOC Aviation (2588 HK), China Southern Airlines 

(1055 HK) and China Eastern Airlines (670 HK) 

 

China Brokers The market had previously expected to see 

more deregulation and reforms such as T+0 trading 

mechanism and full adoption of registration-based listing 

system to materialise in FY21. Nonetheless, we believe the 

regulator is being more prudent on the actual implementation 

and prefers to wait until the capital market is better prepared 

for the change. This led to mild headwinds to the China 

brokerage sector in 1H21. 

 

However, previous market deregulations since FY19 have 

provided sufficient upside for brokers to grow, as evidenced by 

the strong results in FY20 and strong expectations for 1H21. 

Therefore, we see that the mismatch between China brokers’ 

good profit growth and its valuation creates a buying 

opportunity. Other catalysts include: 1) sufficient liquidity to 

support strong market sentiment, 2) determination to 

implement further market reforms is unchanged, and policy 

deregulations expected to materialise, and 3) popularity to 

invest in financial assets and deeper penetration will lead to 

structural growth in China’s wealth management market in the 

long term. 

 

Top Picks: CITIC (6030 HK), CICC (3908 HK), GF (1776 HK) 

 

China telco equipment The industry size is driven by capital 

expenditure of Chinese telecom operators, which is expected 

to remain stable at around Rmb432bn in FY22-23, due to co-

build and co-share of the 5G network by China Telecom and 

China Unicom. The investment focus will still be on macro base 

transceiver station (BTS) build-out, with an estimate of 600k net 

additions per annum for FY22 and FY23. In general, as the 

profitability of operators' 5G business improves on the back of 

higher penetration, further pricing pressure is limited. Growth 

for individual players will be mainly driven by increase in market 

share within its addressable market and margin improvement. 

Our top pick is ZTE for its increasing market share and gross 

margin in carriers’ network business. Our pecking order is as 

follows: ZTE>CCS>China Tower>YOFC. 

 

Top Picks: ZTE (763 HK) 

 

China telecom carriers The strong revenue growth momentum 

in 2021 will continue in 2022, attributable to robust traditional 

telecom business and rapid growth of new business (e.g. cloud, 

IDC and IOT). Mobile ARPU will continue to recover, driven by 

higher 5G penetration of 66% in 2022, compared to 20% in 

2020. Bandwidth upgrade will help improve broadband ARPU. 

Besides, potential dividend hike has not been priced in for 

China Unicom (CU, 762.HK) and China Mobile (CM, 941.HK). We 

expect CU to raise its distribution payout ratio to 60% for FY22, 

following China Telecom (CT, 728 HK), which implies a 10% 

yield. We also expect CM to increase distribution ratio after its 

A-share listing. Our DPS forecast for CU and CM are higher 

than the market. CU is our top pick for its attractive dividend 

yield of 10% yield from potential dividend hike. Our pecking 

order is as follows: CU>CT>CM. 

 

Top Picks: China Unicom (762 HK)   



 

China / Hong Kong Market Focus  

Monthly Market Pulse 
 

   

Page 9 

 

 

Consumer - Retailing China retail sales scored 14.9% y-o-y 

growth in 10M21, driven by discretionary product categories 

including gold, silver & jewelry (+38%), sports & recreational 

articles (+26%), communication appliance (+20%), garment & 

footwear (+19%) and cosmetics (+17%). We expect retail sales 

growth to sustain at 15% for the full year of 2021, and c.6% for 

2022E. Turning to the HK market, retail sales grew by 8.5% in 

10M21 even on a low base as local retailers await tourist 

consumption to return. While discretionary categories such as 

jewelry, watches & valuable gifts (+29%) and clothing & footwear 

(+23%) posted sound rebounds, their segmental retail sales 

were still well below pre-pandemic levels.  

 

By assuming an extensive reopening of borders between 

Mainland China and HK starting 2Q22, HK retail sales could 

score 15% growth in 2022F along with its gradual revival in 

tourist consumption. If we take a more conservative standpoint 

to expect full border reopening by end-2022, HK retail sales 

might only see an 8% growth next year, while Mainland China 

could retain spending within its borders longer and score c.10% 

growth in 2022F.  

 

All in all, we could be looking at an improving COVID-19 situation 

next year, and progressive inflow of Mainland tourist spending 

into the HK market, hence revisiting the HK-based retailers could 

be a good idea. Some renowned global brands could also 

benefit from recovering macro conditions to capture more 

tourist sales ahead. 

 

Critical factors could include any policy changes that could affect 

operating environment and overall consumer sentiment, the 

containment of COVID-19, and the timing for border reopening 

 

Top Picks: Luk Fook (590 HK), Chow Sang Sang (116 HK), Sa Sa 

(178 HK), Prada (1913 HK), Samsonite (1910 HK) 

 

Environmental service The 14th Five Year Plan targets to further 

increase the sewage treatment rate to 95% and water recycle 

rate to 25%. For some cities with water scarcity, the recycle rate 

is targeted higher at 30-35%. Recycle rate of sludge is also 

expected to increase. Sewage treatment market is expected to 

grow at single digits. Coupled with single digit growth in average 

tariff, turnover of sewage treatment operators is expected to 

grow at high single digit to low-teens. 

 

For waste-to-energy and biomass operators, policies have been 

issued for the allocation of subsidy for both the existing and new 

projects. Thus, operators will focus on the completion of the 

existing orders on hand which will bring significant growth in 

construction revenue. The 14th Five Year Plan targets to 

increase waste-to-energy treatment daily capacity from 580,000 

tons to 800,000 tons, implying an increase of 44,000 tons each 

year. As subsidy from central government will eventually be cut 

for new projects, treatment fee is expected to increase.   

Risk of earnings revision is not high. 

 

Critical factors for the sector: net debt-equity, cashflow from 

operation, implementation of waste treatment fee from 

residents. 

 

Key risks: rising net debt-equity ratio, long accounts receivable 

days. 

 

Top Picks: China Everbright Water (1857 HK) 

 

Food and beverages We expect sub-segments such as dairy and 

instant noodle to outperform in 2H21. Due to COVID-19 

pandemic, consumers have become increasingly health 

conscious, with dairy as one of the key beneficiaries. We expect 

downstream dairy processors to reach mid-high teens sales 

growth, with EBIT expansion materialising through lower raw 

milk price pressure in 2H21. Second, due to the resurgence in 

COVID-19 in selective provinces (Jiangsu, Fujian), we expect there 

will be a bumper demand for instant noodle, coupled with price 

adjustment through packaging size reductions, distribution 

rebate reductions, etc, should enable sales leverage to offset 

commodity cost pressures from palm oil.  Our preferred pick 

includes China Mengniu (2319.HK) 

 

Top Picks: China Mengniu (2319 HK) 

 

Gas utilities Our economic team forecasted China GDP growth 

rate of 5.3% in 2022, compared with 8% in 2121 or an average of 

5.15% between 2021 and 2020. Slowing economic growth is 

expected to lower gas volume growth from low- to mid-teens in 

2021 to high single digit in 2022. On a positive note, China's 

decarbonisation goals will push more conversion of coal into gas, 

partly offset the downward pressure from slowing economic 

activities. We expect dollar margin to stay flat in 2022 on the 

back of lukewarm demand and relatively high price level of LNG. 

As global demand for gas has increased amid the green 

transition, the overall supply of natural gas (including LNG) is 

expected to remain tight. This could put downside risk on dollar 

margin. In addition, a slump in China's property market will 

negatively affected the number of new connections. 

Notwithstanding the above challenges, most gas distributors are 

transforming into a clean energy play through diversification into 

renewable / integrated energy.  

 

We see downside risk on earnings should demand be weaker 

than expected or pressure on dollar margin be higher than 

expected. 

 

Critical factors for the sector: gas volume growth, dollar margin, 

the number of new connections 



 

China / Hong Kong Market Focus  

Monthly Market Pulse 
 

   

Page 10 

 

 

 

Key risks: slowdown in economic growth, spike in LNG price, tight 

supply in natural gas 

 

Top Picks: Towngas China (1083 HK) 

 

HK Developers End-user demand seen to remain solid in 2022. 

Selected strategically located residential projects are sought 

after among local investors. Sentiment in the luxury market has 

been improving with the aid of pent-up demand from wealthy 

locals. Expected reopening of the border with Mainland China 

should further boost luxury demand with the return of affluent 

Mainland buyers. New supply outlook should remain favourable. 

We estimate the average number of completed primary units to 

be 17,000 in 2022-24. Mortgage rates should remain low in 

1H22 but could see mild upward pressure when the US raises its 

interest rates. However, negative wealth effect resulting from a 

volatile stock market could dampen demand for homes. All 

things considered, we forecast home prices to rise 3% in 2022. 

 

We like SHKP for its attractive valuation. The upcoming launch of 

YOHO hub should be greeted with enthusiastic response which 

could provide upside on the stock. 

 

Critical factors for the sector to watch: Project launch response, 

border reopening, interest rate movement and government 

policies 

 

Key risks: Faster-than-expected interest rate hike 

 

Residential – According to Centra-City Leading Index, home price 

has risen 7.3% YTD on solid end-user demand. However, the 

negative wealth effect from the stock market correction could 

exerted downward pressure on residential price which are 

forecast to fall by as much as 5% in the next six months. The 

uncertain policy outlook could remain the key overhang on the 

sector.  

 

Top Picks: Hysan Development (14 HK) 

 

HK Landlords & REITs Office vacancy should peak out as  

rentals stabilise. Yet, given high expiring rents, negative rental 

reversion should continue for most of 2022. Selected firms are 

taking advantage of softer rents to relocate to better-quality 

properties. Gradual relaxation of border control measures will 

allow more office inspections and in turn boost office demand. 

On the other hand, new office supply will come onstream 

starting from 2022. Thus far, pre-leasing progress has been slow. 

This could cap rental upside in 2022. 

 

The rise of domestic consumer spending continues to underpin 

the retail market recovery. Gradual reopening of the border with 

Mainland China should revive tourist spending. This should 

further boost the retail market recovery, leading to higher retail 

rents. Retail landlords could also see increased turnover of rents, 

especially in 2H22. 

 

We favour Link REIT and Fortune REIT as they are benefitting 

from local consumption recovery. Further yield-accretive 

acquisitions could bolster Link REIT’s distribution income growth, 

which enhances its investment appeal.  

 

Critical factors for the sector to watch: Border reopening, local 

economic recovery, financial market performance, and global 

business environment 

 

Key risks: Delay in border reopening, prolonged pandemic 

 

Top Picks: Link REIT (823 HK), Fortune REIT (778 HK) 

 

HK telecom Mobile roaming business suffered from city lock 

downs amid Covid-19 and represented 5-8% of mobile revenue 

in FY21. However, further roaming revenue shrinkage is unlikely. 

Any roaming revenue recovery would be positive to mobile 

ARPU, along with 5G upgrade. Despite the intense competition, 

we expect local service revenue to be solid driven by higher 5G 

penetration. For fixed-line businesses, we expect total residential 

broadband subscribers to grow 2% and 1.5% in 2022 and 2023 

respectively, with the supply of new housing. HKBN could gain 

market share with the launch of Disney+, with a target of 1m 

total subscribers by FY8/22. We also expect 3% growth in 

enterprise business in FY22. Despite market’s concern on the 

impact of COVID-19 on fixed-line operators due to SMEs 

exposures, we estimate the impact is only 1-2% if 10% of SMEs 

close down. We prefer fixed-line operators to mobile operators, 

as the former is less impacted by COVID-19. Our top pick is 

HKBN and our pecking order is 

HKBN>HKT>SmarTone>Hutchison Telecom. 

 

Top Picks: HKBN (1310 HK) 

 

Restaurants and catering The restaurant sector whilst reported 

solid rebound in 1H21, saw an upheaval caused by a resurgence 

of COVID-19 outbreaks, which had resulted in lockdowns and 

weaker dine-in volumes versus pre-COVID levels. We expect 

restaurant sector to continue seeing a non-linear recovery at 

mid-to-high single digit growth in 2022F (2021F: >20%) y-o-y, 

driven by an increase in disposable income, changes in 

consumption habits, but this is also dependent on the 

containment of COVID-19 cases.   

 

We expect food delivery to continue to play an important role in 

driving a dependency towards eating out and altering 

consumption habits (increase in no-peak hour consumption 

such as afternoon tea & supper). Meituan, the largest food 

delivery player, reported sales growth of 57% y-o-y in 9M21. We 
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estimate online delivery penetration will rise to 30% in 2021F 

(2020: 24%).  

 

Critical factors include the containment of COVID-19, food and 

wage inflation. 

 

Top Picks: Yum China (9987 HK) 

 

Tech hardware The demand for smart devices and other 

consumer electronics trended up led by accelerating digital 

transition of daily activities like remote office, new form social 

medias (like metaverse) and autonomous driving. This is 

expected to drive chips demand especially logic chips, MCU and 

PMIC. To encounter the chip shortage, global foundry capacity 

expansion is going to continue and investment in semiconductor 

manufacturing equipment maintain at a high level in the upcycle.  

 

Mainland foundries that specialize in mature nodes are least 

impacted by the chip embargo - Hua Hong will continue to enjoy 

the strong demand in 2022. The upstream semiconductor 

industry will still benefit from the expected massive capex 

investment cycle by foundry players till 2023. We expect 

semiconductor manufacturing equipment and packaging 

providers like ASM Pacific (522) will enjoy a relatively fast 

shipment and revenue growth in 2022.  

 

We expect normalcy of chip inventory to be reached as early as 

2Q22 while shortages by smaller vendors on various kinds of 

chips like PMIC and automotive chips could last longer. Supply 

chain woes of smart devices caused by chip shortage should 

impact shipment growth of devices like smartphones, which is 

expected to see a reversal to mid-single digit in 2022. Consumer 

electronics components suppliers like lens, camera modules, 

acoustic components and casing etc. suppliers are expected to 

resume growth in related businesses in 2022. Specification 

downgrade should ease after supply chain woes and chip 

shortages, and a mild specification upgrade can be expected in 

2H22. Therefore, a rebound of smart devices components’ ASP 

can be expected in 2H22. 

 

Smartphone shipment market share of Huawei is expected to 

continue to be taken up by Apple and other Chinese brands like 

Xiaomi, Oppo and Vivo in 2022. Apple’s share in the premium 

smartphone market is expected to slightly increase in 2022 as it 

continuously takes up some of Huawei’s premium market share. 

On the other hand, pure smartphone manufacturers except few 

market leaders like (Apple, Samsung and Xiaomi etc.) will suffer 

from increasing market concentration and narrowing margins. 

 

Critical factors: chips lead time should be closely monitored to 

obtain a better idea of the supply shortage situation.  

Key risks: knock out of foundry intense area due to outbreak of 

new covid-19 variants may extend the chips shortage. 

 

Top Picks: Sunny Optical (2382 HK), Hua Hong Semicon. (1347 

HK) 

 

Textile As 2H21 comes to an end, the industry has had a bumpy 

year on the road to recovery.  Order strength should remain 

strong on the back of a very weak 2020 which supported good 

utilization.  There were challenges to capacity availability for the 

listed companies during the year.  The first being the resurgence 

of COVID-19 in South and Southeast Asia, which caused some 

companies to shut down facilities in locations like Vietnam.  This 

has also disrupted some raw materials supplies such as cotton 

yarns from India.  The second was the power shortage situation 

from August to October which had limited impact on listed 

companies.  Another key issue for the industry was the rise in 

raw material, labour, and energy prices.   

 

Given the global resurgence in demand in 2021, general inflation 

on raw materials were seen across the board.  On the cost side, 

raw materials price increases and other cost inflation should be 

an important part of order discussions.  We do not foresee any 

heightened interest in the sector in the near term, given the 

recovery is well expected and there are some uncertainties in 

margin trends.  The ability to pass on raw material costs 

depends on what part of the supply chain the enterprise is 

exposed to.  Yarn makers whose prices are based on spot prices 

have benefitted from the raw material price surge.  Fabric 

makers suffered more margin compression as not all costs can 

be immediately passed on.  We expect garment makers’ margins 

to be stable due to effective cost pass on.  Looking into 2022, we 

expect recovery to continue and supply chain bottlenecks to 

dissipate.   

 

For Western countries, order growth should be expected, whilst 

Japanese demand should also recover from 2021, where COVID 

caused a bigger disruption to order flows.   We should also 

expect capacity expansion to be delayed by a quarter to two due 

to the disruption in 2021.  This will inevitably lower some of the 

planned capacity growth in 2022.  Save for industry bellwether 

Shenzhou International which has enjoyed a massive PE 

premium (c.30x FY22F P/E) over industry peers, the rest of the 

industry is trading at c.10x P/E.  

 

Share prices have mostly retreated back to pre-COVID levels, 

except Shenzhou which has far exceeded pre-COVID levels.  The 

sector is cheap but there are also a lot of other sectors with 

better liquidity and prospects.  We do not foresee heightened 

interests from the market, except for yield seekers looking for 

good value. 

 

Top Picks: Texhong textile (2678 HK) 
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Underweight  

 

China education We see the education stocks were oversold in 

2021 regarding to the policy concerns. Looking forward, we 

expect no further material policy changes in the next few years, 

given most of the policy details are now settled. Listed companies 

can no longer consolidate K9 schools or ASTs, but their operation 

of vocational education is clearly encouraged by the government.  

 

Listed companies with K9 schools or ASTs have experienced 

significant write-offs in their profits and assets. But the higher 

education parts should maintain steady growth of 15-30% y-o-y 

net profit growth as usual, mainly driven by the tuition hike, new 

campus capability, and the supportive enrolment policy towards 

higher vocational education.  

 

We continue to prefer higher education segment and suggest 

avoiding K9 companies. The higher education names are now 

trading at the lower end of their historical level, of c.6-15x FY22F 

P/E. We expect further re-ratings when policy details become 

clearer (e.g. how to convert to for-profit type and what's the tax 

impact). The execution process is likely to happen in 2022.  

 

Key risks: policy progress of higher education not as positive as 

expected. 

 

Top Picks: China Education Group (839 HK) 

 

China materials For 2022, we expect China basic materials 

consumption growth to decelerate. In consideration of mild 

progress in supply resumption, we believe overall product prices 

will find support after correcting to current level, which remains 

higher than the historical average. We recommend picking stocks: 

(1) with better growth prospect and (2) are industry cost leaders 

amid the cyclical market environment. 

 

Supply. Overall production is expected to be stable as we expect 

their capacity utilisation rate to remain low amid the dual control 

and delay in development projects.  

 

Demand. Consumption is to register lower growth with the 

slowdown in the China economy. And we foresee more 

accommodative monetary policies which are supportive to local 

market sentiment. Also, we believe new infrastructure 

construction would benefit demand for cement and lithium. 

 

Price. We expect major materials product prices will be lower y-o-

y but remain higher than average of the last decade. Meanwhile, 

the transportation bottleneck in the supply chain arising from the 

pandemic and the carbon policies in China would support 

product the market sentiment. 

 

Top Picks: Anhui Conch (914 HK) 

Gaming Macau's gross gaming revenue (GGR) went up by 50% y-

o-y to MOP78.9bn in 11M21. This included a 55% m-o-m increase 

in GGR to MOP6.8bn for Nov 2021 along with easing border 

restrictions between Macau and Zhuhai from 19 Oct 2021. This 

represented a daily run-rate of MOP227m. While the arrest of 

CEO Alvin Chau and ten others from SunCity Group, Macau's 

largest junket, in late-Nov 2021 had resulted in a 15-18% m-o-m 

decline in VIP volumes during 1-5 Dec 2021, the mass segment 

saw 20% m-o-m growth hence lifting GGR to c.MOP1.3bn during 

1st week of Dec 2021, translating into an improved daily run-rate 

of MOP260m.  

 

As the Chinese government has become more stringent in its 

enforcement to crackdown illegal gambling and money 

laundering activities, negative impact across the junket industry 

has dampened sentiment for the VIP gaming business in Macau. 

The market is also concerned whether casino operators would be 

jointly liable for the debts of junkets, as seen in the c.HK$700m 

theft from Dore Entertainment’s VIP room at Wynn Macau that 

resulted in both being jointly liable to repay HK$6m debt owed to 

a VIP customer who produced proof of his deposits with Dore. 

 

Having said that, we have already factored in a very slow growth 

momentum for Macau's VIP gaming over the medium-term, 

estimating the VIP segment to contribute c.5% of industry's 

EBITDA in FY22, and about 2-3% in FY23 given the segment's low 

profitability as well as rising emphasis on mass gaming. We do 

not expect the incident to produce any long-term impact on 

Macau casino operators and prefer companies with stronger 

focus on the mass gaming segment, including Galaxy, SJM and 

Sands China.  

 

Key things to watch should still rest on the potential amendments 

of Macau gaming laws, and its granting of new gaming licenses to 

casino operators in the near-term. 

 

Top Picks: Galaxy (27 HK), SJM (880 HK) 

 

Pharmaceutical and healthcare The price pressure for medical 

products should increase because: 1) % of drugs and categories 

of medical consumables used in public medical institutes 

subject to regional tender will increase from 75% and 1 in 

2020 to 90% and >5 in 2025. Whenever there is regional 

tender, there will be huge price cut; 2) This factor is related to 

the change of way to reimburse medical expenses from public 

medical insurance programs. Previously, it was based on 

number of items spent. From this year onward, there will be 

more and more cities assigning a cap of amount reimbursable 

for each disease. Due to the cap, the price pressure will be 

greater.  
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Change of way to reimburse medical expenses involves 

another round of medical IT infrastructure investment, B-Soft 

(300451 CH) will benefit. 

 

Top Picks: B-Soft (300451 CH) 

 

Railways and construction We expect FAI scale in 14th FYP to 

be similar to 13th FYP. Looking forward, we see a slowdown in 

growth in traditional infrastructure (e.g. highways and 

railways), but a high base should still be maintained. We 

expect a potential FAI acceleration in 4Q21 with an increasing 

special bond issuance. 

 

The market has overlooked the new growth drivers. The 

sector has been trading at 2-3x FY21F PE since the end of 

2020. We believe the market has ignored the new growth 

drivers of SOEs. Municipal works, housing construction and 

URT could now take up 50-70% of new contract value in 

infrastructure construction from 35-55% in 2018. We expect 

the companies to record 8-12% and 15-30% y-o-y new 

contract growth in these two segments respectively in FY22-

23F. Overall, we expect the sector to record 9-13% earnings 

CAGR and more than 7% dividend yield for FY21-23F.  

 

Our top pick is CRCC (1186 HK) for its strong new contract 

growth, lower net gearing and exposure to the high-potential 

housing construction market. Key risks: FAI in infrastructure is 

lower than expected. 

 

Top Picks: China Railway Construction (1186 HK) 
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HK market strategist summary 

Investment thesis: 

Set for a rebound in 2022. We think after a tumultuous 

year, the China/HK market is ready for a bounce. While 

the Evergrande debt crisis and contagion effect, 

regulatory tightening on tech companies, inflationary 

environment, chips shortage, tapering and interest rate 

expectations, and geopolitical tensions and uncertainties 

are likely to linger in 2022, these negative overhangs are 

mostly in the price.  

 

Attractive valuation with unique secular growth giants 

and it’s hard to ignore Given the diverging fortunes, the 

valuation gap between HK and US markets has doubled. 

While we cautiously navigate through 2022, even though 

uncertainties remain, the attractive valuation of the HK 

market, from both a historical and relative standpoint, 

are hard to ignore. While fundamentals are sound, the 

lack of confidence could be resolved by more supportive 

government policies.  

 

Valuation: 

Our 12-month Hang Seng Index target is maintained at 

28,500, which implies 12.1x FY22F and 10.6x FY23F 

earnings, equivalent to its 5-year average 1-year forward 

PE. Our 12-month target for HSCEI is 10,400, which is set 

at 9.7x FY22F and 8.7x FY23F earnings, equivalent to its 5-

year average 1-year forward PE. 

 

Sector preferences: 

We are overweight on China automobile and renewable 

energy due to supportive policy amid President Xi’s 

pledges on NEV and zero emissions. We believe heavily 

regulated sectors and companies that have already been 

penalised are more likely to avoid further regulatory 

action and most importantly, these sectors such as China 

property, China property management, e-commerce and 

internet are trading at attractive valuations. We like both 

the port & toll roads and oil & gas sectors due to the 

strong demand amid global economic recovery post-

pandemic and inflationary environment.  

 

At lastly, we believe the financial-related sectors such as 

China/HK banks and China Insurers stand to benefit from 

the upcoming interest rate upcycle.  

 

Top picks: 

Our top picks are based on the top picks in our 

overweight sectors. They are  AIA, Alibaba, BOCHK, CMS, 

Country Garden, CG Services, Flat Glass, Ping An 

Insurance, Tencent, XJ Goldwind. 
 

Key risks to our view:  

Any drag on regulatory developments will reduce investor 

interest in the HK market; further Evergrande contagion 

may lead to a slower-than-expected economic growth; 

sporadic COVID-19 outbreaks in China; continued chip 

shortage and transportation bottlenecks.  

DBS HK top BUYs  

 

 

# FY20: FY21; FY21: FY22; ^^ Core profit and EPS,  

Source: Thomson Reuters, *DBS HK 

Closing price as at 5 Jan 2022 

  

EPS

Closing Tgt Mkt PE PE EPS EPS ROE PBV y ield Net  CA GR

price Price Upside Cap 21F 22F 21F 22F 21F 21F 21F Gear 20-22

Company  Name Code (HK$) (HK$) (%) US$m (x) (x) (HK$) (HK$) (%) (X) (%) (%) (%)

AIA 1299 HK 78.60 125.0 59.0 121,898 17.2 15.4 4.6 5.1 10.8 1.8 1.9 Cash 22.6

Alibaba Group ^^ 9988 HK 114.50 228.0 99.1 39,901 13.5 14.1 8.5 8.1 17.8 2.2 0.0 Cash -3.1

Bank of China HK 2388 HK 27.50 32.0 16.4 37,276 11.1 9.7 2.5 2.8 8.8 1.0 4.5 Cash 6.4

China Merchants Bank 3968 HK 61.75 87.7 42.0 199,657 12.5 10.8 4.9 5.7 16.8 2.0 2.6 Cash 15.4

Country Garden # 2007 HK 6.83 12.5 82.4 20,270 3.5 3.1 1.9 2.2 18.8 0.6 8.1 50.6 9.8

Country Garden Serv ices 6098 HK 40.35 75.6 87.4 17,413 24.8 17.8 1.6 2.3 16.0 2.8 1.0 Cash 38.1

Flat Glass Group 6865 HK 35.00 48.0 37.1 9,633 26.0 23.0 1.3 1.5 24.0 5.1 0.8 13.9 22.7

Ping An Insurance 2318 HK 56.80 94.5 66.4 133,117 7.1 6.0 8.0 9.4 15.0 1.0 4.1 Cash -0.7

Tencent^^ 700 HK 430.60 671.0 55.8 530,432 20.3 17.3 21.2 24.9 21.0 3.9 0.5 Cash 10.0

Xinjiang Goldwind-H 2208 HK 14.12 19.2 36.0 7,648 11.4 10.4 1.2 1.4 12.3 1.3 3.3 52.5 30.0

https://www.dbs.com/insightsdirect/company/TR5000789191
https://www.dbs.com/insightsdirect/company/TR5000066483
https://www.dbs.com/insightsdirect/company/TR4295870821
https://www.dbs.com/insightsdirect/company/TR4295863774
https://www.dbs.com/insightsdirect/company/TR4295864398
https://www.dbs.com/insightsdirect/company/TR5062592977
https://www.dbs.com/insightsdirect/company/TR5037362841
https://www.dbs.com/insightsdirect/company/TR4295864721
https://www.dbs.com/insightsdirect/company/TR4295864721
https://www.dbs.com/insightsdirect/company/TR4295865078
https://www.dbs.com/insightsdirect/company/TR4295864350
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Our top picks in alphabetical order  

Top picks Comments 

AIA Group (1299 

HK)  

 

• Well-positioned for the next expansion phase. Targeting 12 new provinces/municipalities by FY30F with an 

addressable market 4x larger than the current footprint, this offers a secular grand opportunity. 

• VONB to expand fivefold by FY30F. Additional VONB contribution from China expansion on a 10-year view is 

estimated to result in a five-fold and 27% increase in VONB and EV respectively. 

• Early signs of US bond yield upcycle in sight. The US 10-year bond yield has recovered to 1% and more 

importantly, the Treasury 10-year breakeven rate has reached the 2% level (inflation expectation). We believe 

bond yield is on the verge of turning to an upward cycle. 

Alibaba Group 

Holding (9988 

HK) 

 

• Largest e-commerce platform with e-grocery as the driver. We project Alibaba’s e-commerce revenue to grow 

by c.33% p.a. in the next three years, led by deeper penetration into the rapidly growing grocery segment and 

lower-tier cities via multiple consumer touch points in its ecosystem.  

• More investments in other marketplaces compensated by narrower non-core losses. We expect Alibaba to 

continue investing in other expanding marketplaces, such as Taobao Deal, Taobao Live and Taobao Grocery, 

which should be partially offset by narrower losses at its non-core businesses. 

• Golden buying opportunity. Alibaba’s share price has been soft, creating an attractive buying opportunity for 

a stock that offers more than 30% y-o-y revenue growth and dominant market share in the e-commerce 

industry. 

BOC Hong Kong 

(2388 HK) 

 

• Stabilising NIM with solid demand for financing. Given that HIBOR has been trading close to 0%, we see 

minimum downward pressure on NIM for BOCHK, while loan growth remains intact at 9% CAGR in FY21/22F. 

• Better asset quality than peers. As BOCHK has higher bargaining power to select good-quality borrowers, we 

expect its NPL ratio to continue to be better than peers’. 

• Benefitting from strong presence in GBA and ASEAN. With its broad branch network leveraging on its parent 

company BOC, BOCHK has a strong position in GBA and ASEAN which serve as the next revenue engine. 

China Merchants 

Bank (3968 HK) 

 

• Wealth management products (WMP), the next growth driver. We believe CMB’s wealth management arm 

could be the next engine to deliver fee income growth at 19.4% CAGR in FY21-23F. 

• Focusing on quality borrowers to keep asset quality benign, but NIM is under pressure. CMB will continue to 

focus on high-quality borrowers, albeit at lower loan yields given their higher bargaining power. Although this 

may put pressure on NIM, it will further strengthen CMB’s asset quality. 

• High coverage ratio implies less provisioning pressure. The coverage ratio reached 440% in 1H21, the highest 

within our China bank coverage. 

Country Garden 

Services 

Holdings (6098 

HK) 

 

• Strongest earnings visibility and solid growth potential among peers. Core pillars to outperform the sector led 

by 1) Country Garden’s (CG) scalable development pipeline; and 2) CGS's superior and proven capability on 

executing its growth strategy and controlling costs. 

• Solid progress in scale expansion as well as incubation of new businesses via M&A, with the acquisition of 

majority stakes in Languang Justbon (LG, 2606 HK), as well as majority interest in a scalable community media 

service provider and two industry-leading environmental sanitisation service providers as cases in point. 

• Upside risk to earnings if CGS successfully obtains the “High and New Tech Enterprise” status for FY21-22 

once again. This will allow CGS to enjoy a preferential tax rate and potentially offer 16%/9% upside to our 

FY21F/FY22F earnings estimates. 

 

Source: DBS HK 

   

https://www.dbs.com/insightsdirect/company/TR5000789191
https://www.dbs.com/insightsdirect/company/TR5000789191
https://www.dbs.com/insightsdirect/company/TR5000789191
https://www.dbs.com/insightsdirect/company/TR5000066483
https://www.dbs.com/insightsdirect/company/TR5000066483
https://www.dbs.com/insightsdirect/company/TR5000066483
https://www.dbs.com/insightsdirect/company/TR4295870821
https://www.dbs.com/insightsdirect/company/TR4295870821
https://www.dbs.com/insightsdirect/company/TR4295863774
https://www.dbs.com/insightsdirect/company/TR4295863774
https://www.dbs.com/insightsdirect/company/TR5062592977
https://www.dbs.com/insightsdirect/company/TR5062592977
https://www.dbs.com/insightsdirect/company/TR5062592977
https://www.dbs.com/insightsdirect/company/TR5062592977
https://bb4ii.com/insightsdirect/company/TR4295870821/BOC%20Hong%20Kong%20Holdings%20Ltd
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Our top picks list in alphabetical order (con’t) 

Top picks Comments 

Country Garden 

(2007 HK) 

 

• Large valuation discount to peers is unwarranted. The company guided that land acquired in 2020 and 1H21 

are expected to yield 20-25% gross margin (GPM) compared with reported GPM of c.19%. With up to 97% of 

CG’s projects having been able to meet the target returns made at the time of land purchase, we believe CG’s 

recognized GPM is likely to bottom out in 2022 and addresses market concerns on its profitability. 

Meanwhile, CG’s efforts on raising operational efficiency and profit via refinements in its existing procedures 

and internal systems is starting to bear fruit, evidenced by its sector-leading cash collection rate, recovering 

presales margins, and solid SG&A cost ratio improvements in 1H21. Trading at 4.3x FY21F PE that is much 

lower than large cap names’ 5.1x with comparable gearing ratio, we believe CG’s valuation is attractive. 

• Capable of capturing land acquisition opportunities in 2H21. With developers’ land premiums to be capped at 

40% of presales before they reach the “Green Camp” under the “Three Red Lines” policy, we believe those 

Tier 1/2 focused developers will face more restrictions in terms of securing more saleable resources. This 

may enable CG to stand out given its higher flexibility to capture land acquisition opportunities both in high 

and lower tier cities. 

Flat Glass Group 

Co Ltd (6865 HK) 

 

• Bright demand outlook for solar glass supported by China’s “30-60” emission policy. We estimate China’s 

pledge to achieve 1,200GW of new wind and solar capacity by 2030 should result in c.65-135 GW of new solar 

installations per year in 2021-25.  

• Aggressive production capacity expansion supported by solid financials. Flat Glass Group (FGG) is expected to 

increase solar glass melting capacity from c.6,400 to c.25,000 tons/day by 2023, representing FY20-23 CAGR 

of >55%. FGG also has net cash position as at Jun-21 to support its expansion. 

• Higher solar glass ASP driven by 4Q21 installation peak season could be positive catalyst. We are more 

positive than the market on solar glass ASP. Solar glass price has rebounded from the bottom reached in 

Aug-21 at Rmb22/sm. This should continue into 4Q21 as solar farm operators complete new installations. 

Ping An 

Insurance Group 

Co of China 

(2318 HK) 

 

• Expect VNB growth to steadily recover from 2H21 onward. The sluggish new business growth in 1H21 may 

lead to an 8% y-o-y decline in FY21F, before recovering to +7% y-o-y moving into FY22F back by the 

completion in life agent reform.  

• Building higher product strength. Effort in building the “insurance+ medical+ecosystem” service helps to build 

stronger product strength to drive new business growth. We expect the first-year premium to reach 6% y-o-y 

in FY22F.  

• Steady bond yield recovery signals a higher valuation. Normalisation of the China economy post-pandemic 

should continue to lead to a steady recovery in China’s bond yield and higher valuation to life insurers. 

Tencent (700 

HK) 

 

• Steady online game growth momentum with mobile game segment revenue expected to grow by 20% in 

FY21/22F, thanks to its potential blockbuster mobile game pipeline and expanding overseas footprint.  

• Higher monetisation on WeChat, supported by its social online advertising inventory, which is still unlocked. 

Online advertising revenue is projected to expand at a CAGR of 20% during FY21-23F on the back of rising 

user engagement features on the WeChat platform. 

•  Cloud and financial technology (fintech) business has strong upside potential, driven by nationwide digital 

transformation in China, to underpin a revenue CAGR of 30% during FY21-23F.. 

Xinjiang 

Goldwind 

Science & 

Technology 

(2208 HK) 

 

• WTG GPM on track to meet target of 18% in FY21 from the trough of 12.4% in FY19. As the installation rush in 

2020 for onshore wind projects is behind us, elevated pressures on component costs should ease. Goldwind 

continues to improve its product mix and control costs through operational efficiencies and outsourcing. All 

these factors should help the company achieve its GPM target of 18%. 

• WTG sales shipment to expand 19% CAGR in FY19-25, supported by secure and diversified customer 

base. Goldwind continues to enjoy policy support to increase installations as China pursues its goal of 

achieving carbon neutrality. At 1H2021, Goldwind had total external backlog of 15GW.  The company’s 

customer base is well-diversified with no single customer contributing more than 10% of total sales. Most of 

Goldwind’s customers are state-owned enterprises which have a good financial position and/or government 

support.  

• Margin recovery is not priced in at c. 13x FY21F PE which is below its 3-year historical average. Goldwind H-

shares/A-shares have corrected over 40% from the peak in the past eight months. We reckon investors have 

overreacted to the uncertainties related to the settlement of subsidies and overlooked its growth potential 

amid China’s carbon neutral plan. 
 

Source: DBS HK 
  

https://www.dbs.com/insightsdirect/company/TR4295864398
https://www.dbs.com/insightsdirect/company/TR4295864398
https://www.dbs.com/insightsdirect/company/TR5037362841
https://www.dbs.com/insightsdirect/company/TR5037362841
https://www.dbs.com/insightsdirect/company/TR4295864721
https://www.dbs.com/insightsdirect/company/TR4295864721
https://www.dbs.com/insightsdirect/company/TR4295864721
https://www.dbs.com/insightsdirect/company/TR4295864721
https://www.dbs.com/insightsdirect/company/TR4295865078
https://www.dbs.com/insightsdirect/company/TR4295864350
https://www.dbs.com/insightsdirect/company/TR4295864350
https://www.dbs.com/insightsdirect/company/TR4295864350
https://www.dbs.com/insightsdirect/company/TR4295864350
https://www.dbs.com/insightsdirect/company/TR4295864350
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DBS HK recommendations are based on an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return, i.e.,  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame) 

*Share price appreciation + dividends 
 
Completed Date: 6 Jan 2022 18:02:45 (HKT) 

Dissemination Date: 6 Jan 2022 18:16:38 (HKT) 
 
Sources for all charts and tables are DBS HK unless otherwise specified. 
 
GENERAL DISCLOSURE/DISCLAIMER 
 
This report is prepared by DBS Bank (Hong Kong) Limited (“DBS HK”). This report is solely intended for the clients of DBS Bank Ltd., DBS HK, 

DBS Vickers (Hong Kong) Limited (“DBSV HK”), and DBS Vickers Securities (Singapore) Pte Ltd. (“DBSVS”), its respective connected and 

associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any 

means or (ii) redistributed without the prior written consent of DBS HK.  
 
The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to 

DBS Bank Ltd., DBS HK,  DBSV HK, DBSVS, its respective connected and associated corporations, affiliates and their respective directors, 

officers, employees and agents (collectively, the “DBS Group”) have not conducted due diligence on any of the companies, verified any 

information or sources or taken into account any other factors which we may consider to be relevant or appropriate in preparing the 

research.  Accordingly, we do not make any representation or warranty as to the accuracy, completeness or correctness of the research set 

out in this report. Opinions expressed are subject to change without notice. This research is prepared for general circulation. Any 

recommendation contained in this document does not have regard to the specific investment objectives, financial situation and the 

particular needs of any specific addressee. This document is for the information of addressees only and is not to be taken in substitution for 

the exercise of judgement by addressees, who should obtain separate independent legal or financial advice. The DBS Group accepts no 

liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising from any use of and/or 

reliance upon this document and/or further communication given in relation to this document. This document is not to be construed as an 

offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons associated with any of 

them may from time to time have interests in the securities mentioned in this document. The DBS Group, may have positions in, and may 

effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and other banking 

services for these companies. 
 
Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and 

there can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete 

or condensed, it may not contain all material information concerning the company (or companies) referred to in this report and the DBS 

Group is under no obligation to update the information in this report. 
 
This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no 

planned schedule or frequency for updating research publication relating to any issuer.   
 
The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates 

and assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the 

estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary 

significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments 

described herein IS NOT TO BE RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with 

the aforesaid entities), that: 

(a)  such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and 

(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings 

or risk assessments stated therein. 
 
Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets. 

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 

mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating 

to the commodity referred to in this report. 
 
DBS Vickers Securities (USA) Inc (“DBSVUSA”), a US-registered broker-dealer, does not have its own investment banking or research 

department, has not participated in any public offering of securities as a manager or co-manager or in any other investment banking 

transaction in the past twelve months and does not engage in market-making.  
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ANALYST CERTIFICATION 

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the 

companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of 

his/her compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The 

research analyst (s) primarily responsible for  the content of this research report, in part or in whole, certifies that he or his associate1 does 

not serve as an officer of the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the 

management company of the real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the 

entity who is responsible for the management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for 

the content of this research report or his associate does not have financial interests2 in relation to an issuer or a new listing applicant that 

the analyst reviews.  DBS Group has procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in 

connection with the production of research reports.  The research analyst(s) responsible for this report operates as part of a separate and 

independent team to the investment banking function of the DBS Group and procedures are in place to ensure that confidential 

information held by either the research or investment banking function is handled appropriately.  There is no direct link of DBS Group's 

compensation to any specific investment banking function of the DBS Group.   

 

COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

 

1. DBS Bank Ltd, DBS HK, DBSVS or their subsidiaries and/or other affiliates have proprietary positions in AIA Group Ltd (1299 HK), 

Alibaba (HK) (9988 HK), BOC Hong Kong Holdings Ltd (2388 HK), China Merchants Bank Co Ltd (3968 HK), Country Garden 

Holdings Co Ltd (2007 HK), Country Garden Services Holdings Co Ltd (6098 HK), Flat Glass Group Co Ltd (6865 HK), Ping An 

Insurance Group Co of China Ltd (2318 HK), Tencent Holdings Ltd (700 HK), Xinjiang Goldwind Science & Technology Co Ltd 

(2208 HK), HSBC Holdings PLC (5 HK), CK Infrastructure Holdings Ltd (1038 HK), CK Hutchison Holdings Ltd (1 HK), Postal Savings 

Bank of China Co Ltd (1658 HK), China Overseas Land & Investment Ltd (688 HK), China Pacific Insurance Group Co Ltd (2601 

HK), China Merchants Port Holdings Co Ltd (144 HK), CNOOC Ltd (883 HK), BYD Co Ltd (1211 HK), Meituan Dianping (3690 HK), 

Yum China Holdings Inc (9987 HK), China Mengniu Dairy Co Ltd (2319 HK), Hysan Development Co Ltd (14 HK), Link REIT (823 

HK), Fortune Real Estate Investment Trust (778 HK), Sunny Optical Technology Group Co Ltd (2382 HK), Hua Hong 

Semiconductor Ltd (1347 HK), CITIC Securities Co Ltd (6030 HK), Samsonite International SA (1910 HK), HKBN Ltd (1310 HK), ZTE 

Corp (763 HK), China Unicom Hong Kong Ltd (762 HK), Anhui Conch Cement Co Ltd (914 HK), China Railway Construction Corp 

Ltd (1186 HK), Galaxy Entertainment Group Ltd (27 HK), SJM Holdings Ltd (880 HK) and JD.com Inc (9618 HK) recommended in 

this report as of 04 Jan 2022. 

 
2. Neither DBS Bank Ltd nor DBS HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this Research 

Report. 

  
3. On 3 June 2021, President J. Biden issued Executive Order 14032 (“the EO”), superseding Executive Order 13959 of 12 

November 2020. The EO, which takes effect on 2 August 2021, prohibits US persons from investing in publicly traded securities 

or derivatives thereof from firms listed as Chinese Military-Industrial Complex Companies (“CMICs”). The list of CMICs can be 

found on the US Department of the Treasury’s website at https://home.treasury.gov/policy-issues/financial-

sanctions/consolidated-sanctions-list/ns-cmic-list. 

  
4. DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates have a net long position exceeding 0.5% of the total 

issued share capital in Postal Savings Bank of China Co Ltd (1658 HK), Fortune Real Estate Investment Trust (778 HK) and HKBN 

Ltd (1310 HK) recommended in this report as of 04 Jan 2022. 

  

 
1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust 

of which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another 

person accustomed or obliged to act in accordance with the directions or instructions of the analyst.   

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an 

issuer or a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or 

analysis.  This term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme 

other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer 

or a new listing applicant.   

https://home.treasury.gov/policy-issues/financial-sanctions/consolidated-sanctions-list/ns-cmic-list
https://home.treasury.gov/policy-issues/financial-sanctions/consolidated-sanctions-list/ns-cmic-list
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5. DBS Bank Ltd, DBS HK, DBSVS, DBS Vickers Securities (USA) Inc (“DBSVUSA”), or their subsidiaries and/or other affiliates 

beneficially own a total of 1% of the issuer's market capitalization of Postal Savings Bank of China Co Ltd (1658 HK), Fortune Real 

Estate Investment Trust (778 HK), HKBN Ltd (1310 HK) and Hutchison Telecommunications Hong Kong Holdings Ltd (215 HK) as 

of 04 Jan 2022. 

  
6. Compensation for investment banking services: 

DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA have received compensation, within the past 

12 months for investment banking services from BOC Hong Kong Holdings Ltd (2388 HK), China Merchants Bank Co Ltd (3968 

HK), Tencent Holdings Ltd (700 HK), Logan Property Holdings Co Ltd (3380 HK), China Mengniu Dairy Co Ltd (2319 HK), BOC 

Aviation Ltd (2588 HK), China Eastern Airlines Corp Ltd (670 HK), China Railway Construction Corp Ltd (1186 HK), Wynn Macau 

Ltd (1128 HK), Bank of China Ltd (3988 HK) and Bank of China Ltd (601988 CH) as of 30 Nov 2021. 

 

DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA, within the next 3 months, will receive or 

intend to seek compensation for investment banking services from BOC Hong Kong Holdings Ltd (2388 HK), China Merchants 

Bank Co Ltd (3968 HK), Bank of China Ltd (3988 HK) and Bank of China Ltd (601988 CH) as of 30 Nov 2021. 

 

DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of 

securities as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US 

persons wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect a 

transaction in any security discussed in this document should contact DBSVUSA exclusively. 

  
7. Disclosure of previous investment recommendation produced: 

DBS Bank Ltd, DBSVS, DBS HK, their subsidiaries and/or other affiliates of DBSVUSA may have published other investment 

recommendations in respect of the same securities / instruments recommended in this research report during the preceding 12 

months. Please contact the primary analyst listed on page 1 of this report to view previous investment recommendations 

published by DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA in the preceding 12 months. 
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RESTRICTIONS ON DISTRIBUTION 

General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident 

of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use 

would be contrary to law or regulation. 

Australia This report is being distributed in Australia by DBS Bank Ltd, DBSVS or DBSV HK. DBS Bank Ltd holds Australian 

Financial Services Licence no. 475946. 

DBS Bank Ltd, DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services 

Licence under the Corporation Act 2001 (“CA”) in respect of financial services provided to the recipients. Both DBS 

Bank Ltd and DBSVS are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK 

is regulated by the Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from 

Australian laws. 

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA. 

Hong Kong This report is being distributed in Hong Kong by DBS Bank Ltd, DBS Bank (Hong Kong) Limited and DBS Vickers (Hong 

Kong) Limited, all of which are registered with or licensed by the Hong Kong Securities and Futures Commission to 

carry out the regulated activity of advising on securities.  DBS Bank Ltd., Hong Kong Branch is a limited liability 

company incorporated in Singapore. 

 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.  

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received 

from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection 

with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report 

are advised that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their 

respective connected and associated corporations, affiliates, their directors, officers, employees, agents and parties 

related or associated with any of them may have positions in, and may effect transactions in the securities mentioned 

herein and may also perform or seek to perform broking, investment  banking/corporate advisory and other services 

for the subject companies. They may also have received compensation and/or seek to obtain compensation for 

broking, investment banking/corporate advisory and other services from the subject companies. 

 
Wong Ming Tek, Executive Director, ADBSR 

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn 

No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated 

by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its 

respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 

32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an 

Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the 

contents of the report to such persons only to the extent required by law. Singapore recipients should contact DBS 

Bank Ltd at 6327 2288 for matters arising from, or in connection with the report. 

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.  

United 

Kingdom 

This report is produced by DBS HK which is regulated by the Hong Kong Monetary Authority  
 
This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd (“DBSVUK”).  DBSVUK is 

authorised and regulated by the Financial Conduct Authority in the United Kingdom. 
 
In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and 

associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated 

in any form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communication is 

directed at persons having professional experience in matters relating to investments. Any investment activity 

following from this communication will only be engaged in with such persons. Persons who do not have professional 

experience in matters relating to investments should not rely on this communication. 

Dubai 

International 

Financial 

Centre  

This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at units 608-610, 6th Floor, 

Gate Precinct Building 5, PO Box 506538, DIFC, Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is regulated 

by The Dubai Financial Services Authority. This research report is intended only for professional clients (as defined in 

the DFSA rulebook) and no other person may act upon it.   



 

China / Hong Kong Market Focus  

Monthly Market Pulse 
 

   

Page 21 

 

 

United Arab 

Emirates 

This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as 

defined in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for 

information purposes only and should not be relied upon or acted on by the recipient or considered as a solicitation 

or inducement to buy or sell any financial product. It does not constitute a personal recommendation or take into 

account the particular investment objectives, financial situation, or needs of individual clients. You should contact your 

relationship manager or investment adviser if you need advice on the merits of buying, selling or holding a particular 

investment. You should note that the information in this report may be out of date and it is not represented or 

warranted to be accurate, timely or complete. This report or any portion thereof may not be reprinted, sold or 

redistributed without our written consent. 

United States This report was prepared by DBS HK.  DBSVUSA did not participate in its preparation.  The research analyst(s) named 

on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. The 

research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a 

subject company, public appearances and trading securities held by a research analyst. This report is being distributed 

in the United States by DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to 

Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified 

persons as DBSVUSA may authorize.  Any U.S. person receiving this report who wishes to effect transactions in any 

securities referred to herein should contact DBSVUSA directly and not its affiliate. 

Other 

jurisdictions 

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified, 

professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions. 

DBS Bank (Hong Kong) Limited 

13 th Floor One Island East, 18 Westlands Road, Quarry Bay, Hong Kong 

Tel: (852) 3668-4181, Fax: (852) 2521-1812 
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