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Where is the market bottom? 
 

• Ukraine conflict and surging cases of Omicron 

in China caused indiscriminate sell offs in HK 

• Historical market crashes with 30%+ 

drawdowns are financial in nature, and almost 

always on the back of a market bubble. This is 

not the case this time 

• During major corrections, utilities outperform. 

Technology, industrial, property and materials 

do better during the rebound stage  

• In view of reduced risk appetite, we revised 

down 12mth HSI target to 24,600  

Indiscriminate selloff as fear reigns.  The Ukraine conflict 

fuelled inflation fears and crushed investors’ risk appetite.  

Surging Omicron cases in China stoked the fear of a further 

slowdown in economic growth.  The prospects of secondary 

sanctions on China and selloffs of US listed Chinese stocks 

drove the HSI down by as much as 4,487 points in 20 days, a 

bloodbath not seen since the GFC. The fear is strong as VIX 

and VHSI have hit highs not seen Mar 2020. 
 
Lockdowns from Omicron in China dashes short term 

reopening hopes. The surging COVID cases in China due to 

the highly transmissible variant means more lockdowns are 

in the cards.  Reduced economic activities will make it 

challenging for China to maintain its growth target.  This will 

be reminiscent to 1H20 when supply chain disruption was 

rampant. The hope is that this time around, with 2 years of 

experience, actual disruption will likely be lower, 

contingencies in place and recovery post lockdowns should 

be smoother.   
 
Revised down 12mth HSI to 24,600 to reflect low risk 

appetite. Given the severe correction, driven by multiple 

uncertainties, investors are likely to stay extremely cautious 

even during bottom fishing.  We revised down our HSI target 

to 24,600 to reflect low risk appetite amid the market 

overhangs listed above. Referencing deep corrections from 

past sell offs, sectors such as utilities and staples are 

preferred, with secular growth stories like new economy and 

technology carrying the torch once stability is restored. We 

think policy uncertainties relating to new economy stocks 

are factored in, and recent sell offs attributed to this is more 

of a function of the risk averse state of the market, rather 

than the novelty of the policies.  In our top picks, we 

continue to position ourselves recovering from the market 

bottom. We replace Alibaba with Meituan to remove the 

delisting risk, and Meituan can better take advantage of the 

continual strength in Southbound buying, while the 

secondary listed Alibaba cannot. 
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Recommendation & valuation 

  Closing Tgt FY22F 

Company Name Code price Price PBV PER yield 

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

AIA  1299 HK 72.55 127.0 1.6 13.9 2.2 

Bank of China HK  2388 HK 27.40 32.0 0.9 9.7 5.2 

China Longyuan 

Power  

916 HK 14.62 21.0 1.4 13.2 1.5 

China Merchants 

Bank  

3968 HK 52.15 87.7 1.5 9.1 3.6 

Country Garden 

Services 

6098 HK 25.50 78.8 1.7 11.1 2.3 

Link REIT  823 HK 62.70 83.3 0.8 n.a. 5.2 

Longfor Properties  960 HK 28.30 54.6 1.0 5.7 7.9 

Ping An Insurance  2318 HK 46.35 94.5 0.7 4.9 5.1 

Meituan Dianping  3690 HK 106.00 342.0 6.5 -133 0.0 

Tencent^^  700 HK 298.00 671.0 2.2 12.0 0.8 
 

Market overhangs, risk, and rebound catalyst 

Current overhangs  

Geopolitical tensions and uncertainties (Ukraine) 

Inflation, Shortage, Tapering and Interest rate expectations 

China Property debt crisis and Contagion 

Regulatory tightening and impacts 

COVID resurgence – Omicron impact (China/HK) 

Further risk factors  

Intensified Ukraine conflict (NATO) 

Faster than expected pace of FED rate hike due to inflation 

Crippling wide scale lockdowns in China 

Intensified conflict between US and China  

Secondary sanctions on Chinese companies 

Rebound catalyst 

Resolution of Ukraine conflict, ceasefire (even temporary) 

Relaxing COVID-19-zero policy in China 

China property policy aimed to improve liquidity 

Clearer signals of end of New economy companies crackdown 

Slowing interest rate rise in response to market conflict 
 

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

Bloomberg Finance L.P. 

  

China / Hong Kong Market Focus  

China/HK Market Strategy  

DBS Group Research . Equity  
 

16 Mar 2022 

https://www.dbs.com/insightsdirect/company/TR5000789191
https://www.dbs.com/insightsdirect/company/TR4295870821
https://www.dbs.com/insightsdirect/company/TR5000592036
https://www.dbs.com/insightsdirect/company/TR5000592036
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/TR4295871156
https://www.dbs.com/insightsdirect/company/TR5000484091
https://www.dbs.com/insightsdirect/company/TR4295864721
https://www.dbs.com/insightsdirect/company/TR5050303579
https://www.dbs.com/insightsdirect/company/TR4295865078


 

China / Hong Kong Market Focus  

China/HK Market Strategy 
 

   

Page 2 

 

 

Geopolitical risk and impact on the HK market 

HK geopolitical risk index spikes were financial crisis most of 

the time. Geopolitical Risk index (“GPR”) is widely used and 

reflects the text search results of 11 international 

newspapers. The index captures the number of mentions of 

keywords such as military tensions, wars, terrorist threats, 

or incidents. Since 1985, spikes on the HK GPR index were 

mostly related to financial crisis, such as in 1998, 2000, 2008 

and 2015. This underscores HK’s financial hub status as well 

as its geographical location being far away from wars and 

terrorist attacks. On the non-financial risks, they are SARS in 

2003 and the social unrest in 2019. 

 

Events that led to major selloffs in the HK market. Looking at 

the past 40 years, there were major events that sent 

shockwaves to the HK stock market, and these were the 

financial crisis, geopolitical tensions, and pandemic. The 

financial crisis such as the Asian Financial Crisis (AFC) in 

1997, Global Financial Crisis (GFC) in 2008 and Chinese 

stock market turbulence in 2015 saw the stock market 

plunging by 55.2%, 65.2% and 32.8% respectively, from the 

peak during those periods. it took around 300 days on 

average to reach a market bottom. These crises have more 

direct financial and economic impact to Hong Kong. 

 

Geopolitical tensions such as Tiananmen Square protests 

had a significant but very short impact. The HSI dropped 

33.4% in 10 days from the day when the State Council 

declared martial law. However, it took 109 days to recover 

to the previous level. Notably, the stock market dropped 

21.7% on the day the event intensified.  

 

HSI vs HK Geopolitical Risk Index 

 

Source: Thomson Reuters 

 

 

 
Stock market crashes in Hong Kong  

 
  Hang Seng Index Calendar days to 

Event 

Beginning 

date 1W return 1M return  

Total return 

from start to 

bottom Bottom Recovery 

Black Monday Oct-87 -33.3% -32.9% -43.6% 49 938 

Tiananmen Square protests Jun-89 -15.2% -15.1% -21.7% 3 109 

Asian financial crisis Oct-97 -27.0% -15.0% -45.3% 294 447 

Dot.com bubble Apr-00 -4.8% -7.8% -15.0% 42 40 

9/11 Sep-01 -10.7% -1.4% -14.2% 10 20 

SARs Feb-03 -2.6% -2.3% -10.5% 66 28 

GFC Oct-07 -7.0% -9.5% -65.2% 363 3385 

Chinese stock market turbulence Jun-15 -1.9% -7.5% -32.8% 245 535 

COVID-19 Jan-20 -3.8% -3.8% -25.3% 66 301 

Current  Feb-22 -1.9% n.a. -19.6% 20 n.a. 

Avg.  -6.2% -14.4% -33.4% 121.8 825.6 
 

Source: Thomson Reuters, DBS HK 
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Hong Kong market recorded the worst single day decline 

among global markets on Black Monday . The severity of the 

crash sparked fears of extended economic instability or 

even a reprise of the Great Depression. The market plunged 

43.6% over 49 days and took almost 3 years to recover to 

the previous level. The Tiananmen Square protests had 

taken place in Jun 1989, adding pressure during its recovery.  

 

2003 SARS had a relatively short drop and fast recovery. In 

Feb 2003, the first index patient was found in HK. The stock 

market dropped 9.1% in 66 days to reach a bottom as the 

pandemic started to be under control in late April. The 

market recovered in 28 days from the bottom after the 

pandemic.  

 

COVID-19 pandemic took almost a year to recover. The 

recent pandemic shocked the global market in 2020, as the 

coronavirus had spread globally in a very short span of time. 

In contrast, the SARS outbreak in 2003 was short lived and 

ended within 6 months. COVID-19 has since mutated into 

different variants and continued to spread throughout the 

world. The COVID-19 pandemic was more damaging to the 

stock market and the total drawdown in HK was a drop of 

25% in 66 days. The pandemic was global in nature and was 

more destructive due to countries implementing strict 

border closures and city lockdowns, causing disruption to 

the global supply chain. HSI took 360 days to recover to the 

pre-COVID-19 index level.  

 

Major global military events/tensions. We have used the 

Geopolitical Risk Index to select the military action that had 

the most impact. They are Gulf War, 2003 Iraq invasion and 

North Korea -US tensions. However, we think these events 

had a lower impact relative to the financial crisis mentioned 

in the previous page. The military events all ended within 6 

months. The Gulf War and North Korea-US missile tensions 

posted gains for the HSI from the beginning date to the end 

date of the wars, while the 2003 Iraq invasion led to a 4.8% 

drop. However, the 2003 Iraq invasion coincided with the 

SARS outbreak. The market saw a quick turnaround, taking 

only 57, 37 and 3 days respectively to reach the bottom.  

 

Geopolitical tension has more impact on financial markets 

than the actual events. This is probably because threats 

tend to lower risk appetite as market uncertainties and 

downside concerns rises, leading to a flight to quality 

protracted recessionary effect as a result of a decline in 

stock prices. In contrast, the actual events are usually 

followed by a small but short-lived decline in the stock 

market. This could be due to the actual event tends to clarify 

if not, resolve uncertainty and prompt policy responses.  

 

Implication from major market selloffs. The Hang Seng Index 

has dropped as much as 11.3% since the beginning of 

Russia’s invasion into Ukraine. The impact, so far, is much 

less than the financial crises in the past 30 years. This is not 

a surprise given the nature of the crisis and the relatively 

minimal impact to HK/China.  However, the index is still 

searching for a support, as the invasion has not progressed 

accordingly to Russia’s expectations.  Faster resolutions 

either way is usually positive to the market.  That being said, 

current developments seem to preclude further escalation 

between NATO and Russia, and thus Nuclear escalation. 

 

Are we at the end of the market sell off? In trying to answer 

this question, we look at i) the type of crisis ii) the extent and 

the duration of the drawdown iii) the initial state of the 

market, iv) the “fear” factor as well as v) likely outcome of the 

events in question. 

 

The main overhang on the HK market is a military one in 

nature and the typical impact of the military conflict is 

relatively short.  The total drawdowns also tend to be less 

severe than financial crisis.  Most importantly, unlike the 

longer duration and more serious drops in 98, 00, 07, 15. 

The HK market is not coming off a strong bullish bubbly run, 

and in fact have underperformed significantly for a long 

stretch. Unlike the crises with more serious drawdowns, 

there is no significant bubble to prick.  In the short term, the 

VSI and VHSI, both indicators of “fear” are showing that we 

are reaching sufficiently high levels (The outlier being COVID 

in 2020) that typically see some stabilisation. 

 

We are cognizant that the nature of this conflict between 

Russia and The West being vastly more dangerous than 

recent conflicts.  That being said, further escalation seems, 

in the form of NATO direct involvement, to be of low 

probability at the moment.   

 

Rising omicron cases in China is a cause for concerns. Given 

the preparedness of China in dealing with outbreaks with 

strict lockdowns and a partially vaccinated population, 

supply chain disruption will happen but be more 

manageable.  We are of the view that current levels should 

find support.   

 

Of potential risks, the lesser known concern would be the 

potential use of sanction on China to pressure it in taking an 

active role in resolving the Ukraine crisis.   We believe this is 

likely the largest risk that the market has yet to fully factor 

in. 
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Major military actions that impacted the HSI 

 

Event 

Beginning 

date End date 1W return 1M return  

Total return 

of the event  Bottom Recovery 

Gulf war Aug-90 Feb-91 -9.5% -10.2% 4.0% 57 143 

2003 Iraq Invasion Mar-03 May-03 -1.2% -6.3% -4.8% 37 28 

North Korea-US tensions Aug-17 Jun-18 -2.4% -0.7% 11.7% 3 17 
 

Source: Thomson Reuters, DBS HK 
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Comparison of recent sell-off and 2020 COVID-19 sell 

off  

HSI dropped 11.3% in a week.  In comparison with the sell-

off in 2020 amid the beginning of global COVID-19 

pandemic, HSI had a worse drop of 11.3% in just one week. 

This is due to the combination of uncertainties including 

Ukraine conflicts, ADRs delisting, rumors of Tencent’s record 

high fine and resurgence of COVID-19 pandemic in China, 

HSI. In between the two period, the HK market had a Six-

Flags-like roller coaster ride. China was the first to get out of 

COVID-19 but then new economy sector regulatory actions 

and property default risk after Evergrande contagion sent 

HK market to become the worst performing market in the 

globe.  

 

Comparing sector performance during the market crashes 

of COVID-19 pandemic in China. The difference between the 

performance of the two period is the performance of 

internet and China property/ property management sectors, 

where they went from most defensive sectors from COVID-

19 to the worst performed sectors in the past week. The 

recent sell off were not so consumer sector targeted 

comparing to 2020 sell off. Some underperformed sectors 

in 2020 such as airlines, REITs, consumer discretionary and 

data centre were more resilient to the recent sell off.  

 

Concerns on lockdown to further reduce economic 

activities. We think the recent sell off might partly fuelled by 

the resurgence of COVID-19 in China. However, the fear has 

largely been digested comparing to 2020. The resilient of 

airlines proves that. The key concern here is whether China 

will strictly follow its lockdown procedures and zero-COVID-

19 strategy and how long can it last until China follows the 

world and reopen. The surging COVID cases in China amidst 

lower vaccination rates amongst the elderly would mean 

more lockdowns.  Reduced economic activities will make it 

challenging to maintain its growth target.  This is similar to 

1H20 when supply chain disruption was rampant. The hope 

is that this time, with 2 years of experience, actual 

disruption will likely be lower and recovery post lockdowns 

should be smoother 

Comparing sector performance during the market 

crashes of COVID-19 pandemic in China 

 

Source: Thomson Reuters, DBS HK 
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How should we position as we approach a market 

bottom? 

Utilities industry index tend to outperform the HSI during 

stock market crash. Using the data on page 3, we have 

compared the Hang Seng Composite industry indices to 

calculate the performance from the first day of events to 

market bottom and then the recovery from the bottom to 

the previous pre-crisis level. The Utilities sector is an 

obvious “go-to” during a market sell down. The Utilities 

industry index outperformed the HSI by an average of 

14.6% during previous stock market crashes in Hong Kong.  

 

Prefer information technology, industrial goods, property, and 

materials ahead of a rebound stage. We have also looked at 

sectors during the rebound stage and the performance of the 

industry indices were complete opposite. During the recovery 

stage, information technology, industrial goods, property, and 

materials sectors outperformed the HSI at most of the 

observation points.  

 

We think information technology stocks are seen as “growth” 

stocks when the market risk appetite improves. We think 

industrial and materials sectors are beneficiaries of an 

inflationary environment when government implied loosening 

monetary policy and QE. The property & construction sectors 

would usually also benefit from policies to boost the economy.  

 

Defensive industries like telecommunication and utilities had 

significantly underperformed the benchmark index during all 

previous market rebound. 

 
Hang Seng Comp. Industries Indices performance vs HSI - total drawdown to the bottom 

 
 Performance vs HSI 

Event 

CONGL

OMERAT

ES ENERGY 

FINANCI

ALS 

MATERIA

LS 

TELECO

MMS 

UTILITIE

S 

INDUST

RIAL 

GOODS 

INFO 

TECHNO

LOGY 

PROP & 

CONSTR

UCT 

Dot.com bubble -1.9% 23.5% 19.0% 24.5% -14.5% 32.0% 25.1% -22.0% -8.4% 

US debt-ceiling crisis -4.6% 18.3% 6.2% -3.1% -6.1% 24.2% -12.1% -3.4% -4.3% 

SARs -4.0% 6.3% 5.0% -4.3% -7.8% 10.7% -0.9% -12.7% -6.8% 

GFC -2.3% -12.8% 1.7% -22.9% 1.7% 23.2% -13.0% -9.8% -7.5% 

Bankruptcy of Lehman 

Brothers 
-5.4% -11.9% -2.7% -15.5% 14.4% 5.7% -15.3% -4.2% 0.8% 

Chinese stock market 

turbulence 
6.3% -9.5% -7.6% -8.8% 11.8% 7.8% -8.2% 10.6% -1.7% 

COVID-19 -10.3% -13.8% 1.0% -8.1% 4.3% -1.0% -6.2% 6.0% -2.3% 

avg. -3.2% 0.0% 3.2% -5.5% 0.6% 14.6% -4.4% -5.1% -4.3% 
 

 

Hang Seng Comp. Industries Indices performance vs HSI - Recovery from bottom 

 
 Performance vs HSI 

Event 

CONGL

OMERAT

ES ENERGY 

FINANCI

ALS 

MATERIA

LS 

TELECO

MMS 

UTILITIE

S 

INDUST

RIAL 

GOODS 

INFO 

TECHNO

LOGY 

PROP & 

CONSTR

UCT 

Dot.com bubble -1.1% -6.3% -8.8% -8.9% 11.8% -19.0% 3.4% -14.8% 5.0% 

US debt-ceiling crisis 2.9% 53.0% 25.1% 132.2% -38.4% -14.6% 54.3% 6.3% 9.7% 

SARs 1.5% 2.2% -0.7% 7.7% 4.5% -4.9% 5.1% 3.6% 0.7% 

GFC -3.7% -62.9% -31.5% -1.4% -150.2% -70.8% 46.4% 1949.7% 65.5% 

Bankruptcy of Lehman 

Brothers 
19.0% 79.2% -8.9% 162.3% -30.6% -30.5% 90.8% 64.6% 47.8% 

Chinese stock market 

turbulence 
-33.8% -18.2% 3.9% 14.9% -44.9% -24.1% 0.2% 59.5% 16.4% 

COVID-19 -20.0% -12.4% -3.9% 68.4% -38.0% -11.2% 66.4% 80.5% -14.9% 

avg. -5.0% 4.9% -3.5% 53.6% -40.8% -25.0% 38.1% 307.1% 18.6% 
 

Source: Thomson Reuters, DBS HK 
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Revise down 12mth index target to 24,600 

Expect earnings growth to drop 10% in 2022. We expect 

earnings to drop 10% in 2022 due to the (1) better than 

expected earnings in 2021 which would create a higher 

base. In our previous target, we expected 2021 earnings to 

recover c.80% of the pre-COVID-19 earnings in 2019. With 

more companies revealing their Q4 earnings results, the 

earnings per share for HSI slightly surpassed 2019 level. (2) 

The further inclusion of new HSI constituents led to earnings 

cut in March and will negatively contribute to the HSI overall 

earnings. (3) Overall slower expectation of China economic 

activities and growth led to more conservative earnings 

revision for the HSI constituents.  

 

Risk averse environment amid war times. Due to the Russia-

Ukraine war, the risk appetite remains low in HK. While the 

globe is standing with Ukraine with military aid, China’s 

stance is relatively ambiguous. Will that lead to another 

round of secondary sanctions to China given, if any, their 

businesses related to Russia?  

 

With that being said, while we are cautiously optimistic to a 

potential market rebound in 2H, we revised down our 12-

month Hang Seng Index target to 24,600 to reflect the risk 

averse environment, which implies 11.6x FY22F earnings, 

equivalent to its five-year average one-year forward PE. With 

same methodology, we revised down our 12-month HSCEI 

target to 8,160 to which implies 9.3x FY22F earnings, 

equivalent to its five-year average one-year forward PE 

. 

 
Hang Seng Index PE Band - 5 years mean of 1 year forward PE 

 

 

Hang Seng Index PE Band - 5 years mean of 1 year trailing PB 

 

Source: Bloomberg Finance LP 
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HK market strategist summary 

Investment thesis: 

 

Near the market bottom The Russia-Ukraine war has 

impacted risk appetite in the global market. Given that 

the conflict is unlikely to see a quick resolution, we expect 

risk averseness to prevail in the short term.  That said, 

safe haven assets are reacting positively and chasing this 

momentum is unlikely to be rewarding. Moreover, with 

more Chinese listco included in HSI constituents, the 

ambiguous relationship between China and Russia 

become a geopolitical uncertainty to HSI. Our core view is 

that a recovering Hong Kong market has been delayed 

due to the Ukraine crisis, global inflation, interest rates 

and the epidemic, and financial tension between China 

and US.  

 

HK market relatively less sensitive to interest rate 

concerns. The US annual inflation rate was 7% for the 

first time since 1982. Our economists see this set of 

inflation numbers as cementing a Fed hike in March. We 

expect a total of six hikes over the coming two years with 

risks on the upside if inflation proves to be persistent. 

The US is still reeling from this change in the narrative, 

but we think the HK market may be less affected, as HK’s 

underperformance last year was due mostly to regulatory 

challenges and the property crisis.  

 

Attractive valuation and hard to ignore unique secular 

growth giants. Given the diverging fortunes, the valuation 

gap between the 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, is 

hard to ignore. While fundamentals are sound, the lack of 

confidence could be resolved by more supportive 

government policies.  

 

Valuation: 

 

While we are cautiously optimistic to a potential market 

rebound in 2H, we revised down our 12-month Hang 

Seng Index target to 24,600 to reflect the lowered risk 

appetite, which implies 11.6x FY22F earnings, equivalent 

to its five-year average one-year forward PE. We revised 

down our 12-month HSCEI target to 8,160 to which 

implies 9.3x FY22F earnings, equivalent to its five-year 

average one-year forward PE 

Sector preferences: 

 

We are overweight on renewable energy due to 

supportive policy amid President Xi’s pledges 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 strong demand amid global economic recovery 

post pandemic and the inflationary environment. Oil & 

gas is also benefitting from supply challenges which has 

worsened due to the Russia-Ukraine war.  

 

HK banks will stand to benefit from the upcoming Fed 

interest rate upcycle.  

 

We like HK REITs taking a valuation perspective as the 

market is overacting to the Omicron outbreak in HK. The 

business performance of HK REITs mainly hinges on 

domestic consumption, which should remain resilient 

despite uncertainties from the Omicron variant. China 

banks will benefit from the improving sentiment from 

policy actions relating to the China property market.  

 

Top picks: 

 

Our picks are based on the top picks in our overweight 

sectors- AIA, BOCHK, CMB, CG Services, China Longyuan, 

Link REIT, Longfor, Ping An Insurance Meituan and 

Tencent. 

 

Key risks to our view:  

 

The biggest risk in the market is further escalation of the 

Ukraine Russian war.  Any drag on regulatory 

developments will reduce investor interest in the HK 

market; further China Property contagion may lead to 

slower-than-expected economic growth; sporadic COVID-

19 outbreaks in China; and continued chip shortage and 

transportation bottlenecks.   
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https://www.dbs.com/insightsdirect/company/TR5000592036
https://www.dbs.com/insightsdirect/company/TR4295871156
https://www.dbs.com/insightsdirect/company/TR5000484091
https://www.dbs.com/insightsdirect/company/TR4295864721
https://www.dbs.com/insightsdirect/company/TR5050303579
https://www.dbs.com/insightsdirect/company/TR4295865078
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Sector performance  

 

 

Top picks 

 

Source: Thomson Reuters, DBS HK 

 

  

Overweight

• China banks

• China insurers

• China property

• China property management

• HK Banks

• HK Landlords & REITs

• Internet

• Oil and gas

• Ports and Toll Roads

• Renewable energy

Neutral 

• Aviation

• China automobile

• China brokers

• China telco equipment

• China telecom carriers

• China materials

• Consumer discretionary

• Environmental service

• Food and beverages

• Gas utilities

• HK Developers

• HK telecom

• Restaurants and catering

• Tech hardware

• Textile

Underweight

• China education

• Gaming

EPS

Closing Tgt Mkt PE PE EPS EPS ROE PBV yield Net  CAGR

price Price Upside Cap 22F 23F 22F 23F 22F 22F 22F Gear 21-23

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

AIA 1299 HK 72.55 127.00 75.1 112,521 13.9 12.6 5.2 5.8 12.2 1.6 2.2 Cash 32.4

Bank of China HK 2388 HK 27.40 32.00 16.8 37,140 9.7 8.6 2.8 3.2 9.7 0.9 5.2 Cash 13.3

China Longyuan Power 916 HK 14.62 21.00 43.6 15,711 13.2 11.3 1.1 1.3 11.1 1.4 1.5 132.9 15.4

China Merchants Bank 3968 HK 52.15 87.70 68.2 168,617 9.1 8.0 5.7 6.6 17.8 1.5 3.6 Cash 15.3

Country Garden Services 6098 HK 25.50 78.82 209.1 11,004 11.1 8.6 2.3 3.0 16.1 1.7 2.3 Cash 34.1

Link REIT 823 HK 62.70 83.30 32.9 16,963 n.a. n.a. n.a. n.a. 4.0 0.8 5.2 18.4 n.a.

Longfor Properties 960 HK 28.30 54.63 93.0 22,042 5.7 5.2 5.0 5.5 19.3 1.0 7.9 44.6 11.8

Ping An Insurance 2318 HK 46.35 94.50 103.9 108,627 4.9 4.2 9.4 11.0 15.7 0.7 5.1 Cash 16.7

Meituan Dianping 3690 HK 106.00 342.00 222.6 83,400 -132.9 27.2 -0.8 3.9 -4.9 6.5 0.0 Cash n.a.

Tencent^^ 700 HK 298.00 671.00 125.2 366,931 12.0 10.4 24.9 28.8 20.0 2.2 0.8 Cash 16.4
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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:  16 Mar 2022 19:29:38 (HKT) 

Dissemination Date: 16 Mar 2022 20:19:38 (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. 
 



 

China / Hong Kong Market Focus  

China/HK Market Strategy 
 

   

Page 11 

 

 

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.  

 

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

 

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), 

BOC Hong Kong Holdings Ltd (2388 HK), China Merchants Bank Co Ltd (3968 HK), Country Garden Services Holdings Co Ltd (6098 

HK), China Longyuan Power Group Corp Ltd (916 HK), Link REIT (823 HK), Longfor Group Holdings Ltd (960 HK), Ping An Insurance 

Group Co of China Ltd (2318 HK), Tencent Holdings Ltd (700 HK) and Meituan Dianping (3690 HK) recommended in this report as 

of 11 Mar 2022. 

2. 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 China Merchants Bank Co Ltd (3968 HK) recommended in this report as of 11 Mar 2022. 

3. 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), Link REIT (823 HK) and Tencent Holdings Ltd (700 HK) as of 28 Feb 2022. 

 

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) and China Merchants 

Bank Co Ltd (3968 HK) as of 28 Feb 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.   
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4. DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA have managed or co-managed a public 

offering of securities for Link REIT (823 HK) and Tencent Holdings Ltd (700 HK) in the past 12 months, as of 28 Feb 2022. 

 

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. 

5. 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 6878 8888 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.  

 

For any query regarding the materials herein, please contact [Chanpen Sirithanarattanakul] at [research@th.dbs.com] 

 

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. 
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Dubai 

International 

Financial 

Centre 

This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA 

Rulebook Conduct of Business Module (the "COB Module"), and should not be relied upon or acted on by any person 

which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules. 
 

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the 

"DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" ("DBS DIFC"), registered with the DIFC Registrar of 

Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5, 

PO Box 506538, DIFC, Dubai, United Arab Emirates.  
 

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number F000164. 

For more information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page. 
 

Where this communication contains a research report, this research report is prepared by the entity referred to 

therein, which may be DBS Bank Ltd or a third party, and is provided to you by DBS DIFC. The research report has not 

been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding that, 

whilst the information contained within is believed to be reliable, the information has not been independently verified 

by DBS DIFC. 
 

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as defined 

under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an "Offer of a Unit of a Fund" as defined under Article 

19(2) of the Collective Investment Law (DIFC Law No.2 of 2010). 
 

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in 

connection with this investment and it is not subject to any form of regulation or approval by the DFSA. Accordingly, 

the DFSA has not approved this communication or any other associated documents in connection with this investment 

nor taken any steps to verify the information set out in this communication or any associated documents, and has no 

responsibility for them. The DFSA has not assessed the suitability of any investments to which the communication 

relates and, in respect of any Islamic investments (or other investments identified to be Shari'a compliant), neither we 

nor the DFSA has determined whether they are Shari'a compliant in any way. 
 

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale. 

Prospective purchasers should conduct their own due diligence on any investments. If you do not understand the 

contents of this document you should consult an authorised financial adviser. 

 

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 

  

http://www.dbs.com/ae/our--network/default.page.
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DBS Regional Research Offices 

HONG KONG 

DBS Bank (Hong Kong) Ltd 

Contact: Carol Wu 

13th Floor One Island East, 

18 Westlands Road, Quarry Bay, Hong Kong 

Tel: 852 3668 4181 

Fax: 852 2521 1812 

e-mail: dbsvhk@dbs.com 

 

MALAYSIA 

AllianceDBS Research Sdn Bhd 

Contact: Wong Ming Tek (128540 U) 

19th Floor, Menara Multi-Purpose, Capital Square, 

8 Jalan Munshi Abdullah 50100, Kuala Lumpur, Malaysia. 

Tel.: 603 2604 3333 

Fax:  603 2604 3921 

e-mail: general@alliancedbs.com 

Co. Regn No. 198401015984 (128540-U) 

SINGAPORE 

DBS Bank Ltd 

Contact: Janice Chua 

12 Marina Boulevard, 

Marina Bay Financial Centre Tower 3 

Singapore 018982 

Tel: 65 6878 8888 

e-mail: groupresearch@dbs.com 

Company Regn. No. 196800306E 

 

INDONESIA 

PT DBS Vickers Sekuritas (Indonesia) 

Contact: Maynard Priajaya Arif 

DBS Bank Tower 

Ciputra World 1, 32/F 

Jl. Prof. Dr. Satrio Kav. 3-5 

Jakarta 12940, Indonesia 

Tel: 62 21 3003 4900 

Fax: 6221 3003 4943 

e-mail: indonesiaresearch@dbs.com 

 

THAILAND 

DBS Vickers Securities (Thailand) Co Ltd  

Contact: Chanpen Sirithanarattanakul  

989 Siam Piwat Tower Building,  

9th, 14th-15th Floor 

Rama 1 Road, Pathumwan,  

Bangkok Thailand 10330 

Tel. 66 2 857 7831 

Fax: 66 2 658 1269 

e-mail: research@th.dbs.com   

Company Regn. No 0105539127012 

Securities and Exchange Commission, Thailand 

 

 

 

 

 


