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Daily Market Statistics  07/03/2017
    

Performance Price 1D% chg 1M% chg 

HSI 23,681 0.4 1.5 

H-share 10,230 0.6 3.8 

A300 3,454 0.2 2.6 

 Volume Price 1D% chg 1M% chg 

HIS 1,283 -12.5 -18.8 

H-share 1,460 -14.7 -18.5 

A300 8,033 -3.4 20.6 

 

 
 

DB Economic forecasts  
 Hong Kong 2016 2017 2018 

GDP (%) 1.6 2.5 3.5 

Merch. Exp. (%) -1.3 3.6 6.6 

CPI (%) 2.4 0.8 2.7 
 China 2016 2017 2018 

GDP (%) 6.7 6.5 6.0 

Merch. Exp. (%) -7.7 1.0 2.5 

CPI (%) 2.0 2.5 2.6 

FX rate (eop) CNY/USD 6.9 7.4 8.1 

Source: Deutsche Bank AG estimates 

 
  

 

THEME OF THE DAY 

Sunny Optical - Raising target price - not a re-rating, just beaten, again 
(2382.HK, Buy, Target Price: HKD 60.00, Closing Price: HKD 53.75, Birdy Lu)  
Sunny Optical has continued to outstrip estimates over the past year – we had 
forecast 2016 EPS growth of 35% but were way too conservative as it 
delivered 69%. Today, we look at further upside, driven by better volume 
estimates (from vehicle lens), better pricing (dual cam), better market share 
and better earnings growth of 60% as we raise estimates by 32%/43% for this 
year and the next. With further potential from 3D-sensing modules, we are 
confident in our revised HKD60 valuation, still based on an unchanged 22x 
PER, using the same 0.7x PEG ratio and retain our Buy rating. (Birdy Lu - 886 2 
2192 2822) 
http://pull.db-gmresearch.com/p/556-8723/239291002/0900b8c08c8d54da.pdf 

Longyuan Power - Strong wind output growth on curtailment reduction; Buy 
(0916.HK, Buy, Target Price: HKD 8.30, Closing Price: HKD 6.77, Michael Tong)  
Longyuan resumed strong growth in wind output (+31% yoy) in Feb, with 
curtailment nearly halved yoy to around 17%. As we highlighted in "2017 
sector outlook report and top picks " (15 Feb 2017), curtailment reduction 
trend from 4Q16 should be sustainable into 2017 and the visibility is turning 
clearer. Even after the outperformance over the past 3 months (+7% vs. 
HSCEI), Longyuan’s valuation remains attractive at 11x FY17E PE against 24% 
earnings CAGR in 2016-18E. Reiterate Buy on Longyuan as one of 2017 top 
picks among utility/renewable/environment stocks under our coverage. 
(Michael Tong – 852 2203 6167) 
http://pull.db-gmresearch.com/p/520-6C09/239860385/0900b8c08c9b9d47.pdf 

MTR Corp - IP the only focus as property sales contribution to remain muted in 
2017 (0066.HK, Hold, Target Price: HKD 42.70, Closing Price: HKD 41.45, 
Jason Ching)  
The solid FY16 results demonstrated MTRC’s strong defensive qualities, with 
steady growth even in soft economic conditions. However, we see a lack of 
near-term catalysts ahead as the profit contribution from HK development 
tenders scheduled for the next 12 months will be longer-dated. While two new 
investment properties in HK are expected to open in 2H17, they are small 
projects that will have no material impact on earnings. (Continue on next page) 

HK/China sector analysts' top picks 

Financials - CMB, ICBC, CTIH, China Life; Telecom - China Telecom; Property –
CR Land, Longfor, R&F; Auto – BAIC Motor, Brilliance, Yutong Bus; 
Transportation – Sinotrans, CSD, Air China; Industrial/Infrastructure – AviChina, 
CCC, Inovance; Consumer – Moutai, Mengniu, Gree, Lifestyle; 
Utilities/Renewables –Longyuan Power, Huadian Fuxin, ENN, China Gas, 
Beijing Enterprise, China Everbright Int'l, SIIC Environment; Basic Materials – 
Chalco, Fushan, Conch Cement, Fuyao Glass; Internet – Alibaba, Ctrip, 
NetEase, YY; Healthcare – CBPO, Hengrui Medicine, Universal, THDB; 
Leisure/Gaming – TravelSky, Caissa, Sands China, MGM China, Wanda 
Cinema; Tech – Hikvision, Kstar, AAC Tech; Energy – Sinopec. 

Distributed on: 08/03/2017 00:37:13 GMT
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DB EQUITY RESEARCH  

Moreover, the stock’s current valuation is close to its full value and the second special 
dividend has already been fully reflected in the share price, in our view. Maintaining 
Hold. (Jason Ching – 852 2203 6205) 
http://pull.db-gmresearch.com/p/380-F479/241361815/0900b8c08c99f3c7.pdf 

Greater China Consumer - Asia marketing feedback (Anne Ling)  
Macro: 1) In 2017, some sub-segments (consumer electronics, dairy, QSR, 
hypermarkets) should benefit from CPI and will be able to pass on cost increase. 
Consumers will not defer spending like in the past (low inflation environment). This 
should benefit discretionaries in general. 2) We have seen SSS in luxury recover since 
2Q16 and there has been a recovery in the SSS trend in department stores (i.e. mass 
market). This is backed by recovery in the consumer confidence index in 4Q16, 
according to Nielsen. (Anne Ling – 852 2203 6177) 
http://pull.db-gmresearch.com/p/600-2B52/241904855/0900b8c08c9bb51e.pdf 

Asia Internet - Shades of grey - China regulation on Korea mobile games (Han Joon 
Kim)  
Multiple new sources across Korea and China (e.g. Keijixun, Yonhap), citing 
unidentified sources, claim China’s State Administration of Press, Publication, Radio, 
Film and Television (SAPPRFT) will suspend new approvals for Korea mobile games as 
of March 6, 2017. According to the articles, SAPPRFT has already suspended the 
approval for Korean games, or games using Korean IPs, although SAPPRFT has not 
formally announced any regulation. (Han Joon Kim - 82 2 316 8909) 
http://pull.db-gmresearch.com/p/1892-6E30/239471889/0900b8c08c9afd20.pdf 

Asian airports - Buy the FCF generators (Joe Liew)  
Traffic growth at the four Asian airports we cover have been an encouraging 5- 11% in 
2016. International Chinese air travel appeared to have slowed down in 2H 2016 but 
there are signs of that picking up. Malaysia seems to be the destination in SE Asia with 
the most compelling growth. In determining stock picks for the next 12 months we are 
looking for FCF, dividend and earnings growth. Our order of preference : MAHB, BCIA, 
SATS and AOT. (Joe Liew – 852 2203 6198) 
http://pull.db-gmresearch.com/p/514-25A9/239457141/0900b8c08c88b80b.pdf 

Jinjiang Hotels Develop - Take a break on expansion; maintaining Hold (600754.SS, 
Hold, Target Price: CNY 34.00, Closing Price: CNY 30.51, Tallan Zhou)  
We reiterate HOLD on Jinjiang A on fair valuation and our moderate earnings growth 
expectation for 2016E. We believe the company will start to focus on internal 
consolidation of its current four hotel brands and that it is likely to halt further 
expansion through acquisitions. As of end-2016, Jinjiang A had 5,868 hotels in 
operation (vs. 2,223 hotels by end-2015), the jump mainly due to the acquisitions of 
Vienna and Plateno. We expect 2016 net profit to increase only 13% yoy despite 
contributions from Plateno and Vienna, due to 1) likely hikes in financial cost; 2) 
potential disappointment from Group de Louvre (terrorist attacks in 3Q16). (Tallan 
Zhou - 852 2203 6464) 
http://pull.db-gmresearch.com/p/1879-4B6C/239017148/0900b8c08c9a1bdd.pdf 

China Dairy Sector - Channel checks indicates a potential recovery in Guangdong 
(Mark Yuan)  
We visited Mengniu and Yili liquid milk distributors in Shenzhen, Guangdong last 
Friday (Mar 3). Both distributors indicate good sales growth for their region, i.e. at 
20%/10% for Mengniu/Yili liquid milk in their distributing regions in Jan-Feb 2017. 
They both expect the promoting expense ratio to decline in 2017. We think this could 
be an early sign of industry recovery, which is likely helped by mix upgrade, fewer 
price discounts and a low comparative base. We reiterate Buy on Mengniu and Yili, the 
two leading players in liquid milk. (Mark Yuan - 852 2203 6181) 
http://pull.db-gmresearch.com/p/405-6CD1/240381819/0900b8c08c9b6b92.pdf 

China Oil & Gas - FY16 earnings calendar for China Oil & Gas (Johnson Wan)  
For the benefit of investors following FY16 earnings results of companies in China Oil 
& Gas, we organized the calendar table. (Johnson Wan– 852 2203 6163) 
http://pull.db-gmresearch.com/p/497-EE10/239034172/0900b8c08c9ae88e.pdf 
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 China Financial Daily – Debt-to-equity: BoCom entered its first Rmb10bn agreement 

 Inside the Great Wall – Major cities’ weekly sales up 1.2% WoW, YTD ASP up 
12.2% YoY 

 Asia Consumer & Media Daily – Tsingtao Brewery – Discloses continuing connected 
transactions with Asahi Breweries and Asahi Beer (China) 

 

MARKET NEWS 

 China aims to boost tourism with information technology – China plans to promote 

the use of information technology in tourism to boost the sector's growth by 2020, 

according to a government plan released. (Xinhuanet) 

 China's forex reserves rise for 1st time since June– China's forex reserves rose 

slightly in February, expanding for the first time since June, official data showed. 

(Xinhuanet) 

 China's investment in Myanmar declines in 2016-2017 fiscal year – China's 

investment in Myanmar reached 2.8 billion U.S. dollars in this fiscal year 2016-2017 , 

drastically down by nearly 500 million U.S. dollars as compared with the previous 

fiscal year, official media reported. (Xinhuanet) 

 China debt-to-GDP ratio at 36.7 pct, risks under control: minister – China's finance 

minister reiterated confidence in controlling debt risks despite some irregularities in 

local governments' financing activities. (Xinhuanet) 

 China's fiscal deficit target proactive, prudent: minister – China's fiscal deficit target 

this year is proactive and prudent, Finance Minister Xiao Jie said. (Xinhuanet) 

 Chinese commerce chamber concerned with brewing changes on German 

investment law – The Chinese Chamber of Commerce in Germany (CHKD) expressed 

its concerns over the brewing changes on German foreign investment laws, saying it 

might block free trade and investment, thus harm Germany's economy. (Xinhuanet) 

 China, Philippines agree to deepen trade, investment – China and the Philippines 

discussed ways to deepen trade and investment relations between the two 

neighboring countries. (China Daily) 
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DB China/Hong Kong research contacts 

Analyst Coverage Phone Email 
Michael Tong Head of HK/China Research +852 2203 6167 michael.tong@db.com 

    
Zhiwei Zhang Economics & Strategy +852 2203 8308 zhiwei.zhang@db.com 
Li Zeng Economics & Strategy +852 2203 6139 li.zeng@db.com 

    

Yuliang Chang China/HK Equity Strategist +852 2203 6195 yuliang.chang@db.com 

Joseph Huo China/HK Equity Strategist +852 2203 6251 joseph.huo@db.com 
    
Stephen-A Andrews Regional Financials +852 2203 6191 stephen-a.andrews@db.com 
Hans Fan Chinese Banks Brokers +852 2203 6353 hans.fan@db.com 
Franco Lam Hong Kong Banks +852 2203 6226 franco.lam@db.com 
Jacky Zuo Chinese Banks +852 2203 6255 jacky.zuo@db.com 
Yan Lin Chinese Banks +852 2203 5929 yan.lin@db.com 
    
Esther Chwei Insurance +852 2203 6200 esther.chwei@db.com 
Lexie Zhou Insurance +852 2203 6180 lexie.zhou@db.com 
    
Jeffrey Gao HK/China Property +852 2203 6256 jeffrey.gao@db.com 
Jason Ching HK/China Property +852 2203 6205 jason.ching@db.com 
Foo Leung HK/China Property +852 2203 6239 foo.leung@db.com 
    
James Kan Basic Materials +852 2203 6164 james.kan@db.com 
Sharon Ding Basic Materials +86(21)2080 1666 sharon.ding@db.com 
    
Johnson Wan Oil/Gas +852 2203 6163 johnson.wan@db.com 
Vitus Leung Oil/Gas +852 2203 6158 vitus.leung@db.com 
    
Anne Ling Consumers +852 2203 6177 anne.ling@db.com 
Charlie Chen Consumers +852 2203 6178 charlie.chen@db.com 
John Chou` Consumers +852 2203 6196 john.chou@db.com 
Mark Yuan Consumers +852 2203 6181 mark.yuan@db.com 
    
Vincent Ha Airline/Autos +852 2203 6247 vincent.ha@db.com 
Fei Sun Airline/Autos +852 2203 6130 fei.sun@db.com 
Sky Hong Industrial - Transportation +852 2203 6131 sky.hong@db.com 
Nick Zheng Industrial - Defense +852 2203 6198 nick.zheng@db.com 
Phyllis Wang Industrial - Rail/Construction  phyllis.wang@db.com 
Yuki Lu Auto/Industrial +852 2203 5925 yuki.lu@db.com 
    
Alan Hellawell Internet +852 2203 6240 alan.hellawell@db.com 
Eileen Deng Internet +852 2203 6227 eileen.deng@db.com 
Alvin Jiang Internet +852 2203 6241 alvin.jiang@db.com 
Hanjoon Kim Internet +852 2203 6157 hanjoon.kim@db.com 
    
Michael Tong Utilities/ Renewables +852 2203 6167 michael.tong@db.com 
Thomas Zhu Utilities/ Renewables +852 2203 6235 thomas.zhu@db.com 
Luka Zhu Utilities/ Renewables +852 2203 6173 luka.zhu@db.com 
Hanyu Zhang Utilities/ Renewables +852 2203 6207 hanyu.zhang@db.com 
    
Karen Tang Gaming/Lodging +852 2203 6141 karen.tang@db.com 
Tallan Zhou Leisure/Tourism +852 2203 6464 tallan.zhou@db.com 
    
Jack Hu Health Care +852 2203 6208 jack.hu@db.com 
Linc Yiu Health Care +852 2203 6248 linc.yiu@db.com 
    
Michael Chou Technology +886(2)2192 2836 michael.chou@db.com 
Birdy Lu Technology +886(2)2192 2822 birdy.lu@db.com 
Frank Lin Technology +886(2)2192 2824 frank.lin@db.com 
James Chiu Technology +886(2)2192 2848 james.chiu@db.com 
    
Peter Milliken Telecom +852 2203 6190 peter.milliken@db.com 
James-Z Wang Telecom +852 2203 6145 james-z.wang@db.com 
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Important Disclosures 
 

*Other information available upon request 
        

Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local 
exchanges via Reuters, Bloomberg and other vendors . Other information is sourced from Deutsche Bank, subject 
companies, and other sources. For disclosures pertaining to recommendations or estimates made on securities other 
than the primary subject of this research, please see the most recently published company report or visit our global 
disclosure look-up page on our website at http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr. Aside from 
within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing. 
 

Analyst Certification 

This report covers more than one security and was contributed to by more than one analyst.   The views expressed in 
this report accurately reflect the views of each contributor to this compendium report.  In addition, each contributor has 
not and will not receive any compensation for providing a specific recommendation or view in this compendium report. 
                                                                                                         

Equity rating key Equity rating dispersion and banking relationships 

Buy: Based on a current 12- month view of total 
share-holder return (TSR = percentage change in 
share price from current price to projected target price 
plus pro-jected dividend yield ) , we recommend that 
investors buy the stock. 

Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the 
stock 

Hold: We take a neutral view on the stock 12-months 
out and, based on this time horizon, do not 
recommend either a Buy or Sell. 

Newly issued research recommendations and target 
prices supersede previously published research. 
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Additional Information 

 

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively 

"Deutsche Bank"). Though the information herein is believed to be reliable and has been obtained from public sources 

believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. 

 

If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this 

report, or is included or discussed in another communication (oral or written) from a Deutsche Bank analyst, Deutsche 

Bank may act as principal for its own account or as agent for another person. 

 

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own 

account or with customers, in a manner inconsistent with the views taken in this research report. Others within 

Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those 

taken in this research report. Deutsche Bank issues a variety of research products, including fundamental analysis, 

equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of communication 

may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies or 

otherwise. Deutsche Bank and/or its affiliates may also be holding debt or equity securities of the issuers it writes on. 

Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment 

banking, trading and principal trading revenues. 

 

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do 

not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank provides 

liquidity for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research analysts 

sometimes have shorter-term trade ideas that are consistent or inconsistent with Deutsche Bank's existing longer term 

ratings. Trade ideas for equities can be found at the SOLAR link at http://gm.db.com. A SOLAR idea represents a high 

conviction belief by an analyst that a stock will outperform or underperform the market and/or sector delineated over a 

time frame of no less than two weeks. In addition to SOLAR ideas, the analysts named in this report may from time to 

time discuss with our clients, Deutsche Bank salespersons and Deutsche Bank traders, trading strategies or ideas that 

reference catalysts or events that may have a near-term or medium-term impact on the market price of the securities 

discussed in this report, which impact may be directionally counter to the analysts' current 12-month view of total return 

or investment return as described herein. Deutsche Bank has no obligation to update, modify or amend this report or to 

otherwise notify a recipient thereof if any opinion, forecast or estimate contained herein changes or subsequently 

becomes inaccurate. Coverage and the frequency of changes in market conditions and in both general and company 

specific economic prospects make it difficult to update research at defined intervals. Updates are at the sole discretion 

of the coverage analyst concerned or of the Research Department Management and as such the majority of reports are 

published at irregular intervals. This report is provided for informational purposes only and does not take into account 

the particular investment objectives, financial situations, or needs of individual clients. It is not an offer or a solicitation 

of an offer to buy or sell any financial instruments or to participate in any particular trading strategy. Target prices are 

inherently imprecise and a product of the analyst’s judgment. The financial instruments discussed in this report may not 

be suitable for all investors and investors must make their own informed investment decisions. Prices and availability of 

financial instruments are subject to change without notice and investment transactions can lead to losses as a result of 

price fluctuations and other factors. If a financial instrument is denominated in a currency other than an investor's 

currency, a change in exchange rates may adversely affect the investment. Past performance is not necessarily 

indicative of future results. Unless otherwise indicated, prices are current as of the end of the previous trading session, 

and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank, 

subject companies, and in some cases, other parties. 

 

The Deutsche Bank Research Department is independent of other business areas divisions of the Bank. Details regarding 

our organizational arrangements and information barriers we have to prevent and avoid conflicts of interest with respect 

to our research is available on our website under Disclaimer found on the Legal tab.  

 

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise 

to pay fixed or variable interest rates. For an investor who is long fixed rate instruments (thus receiving these cash 
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flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a 

loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the 

loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse 

macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation 

(including changes in assets holding limits for different types of investors), changes in tax policies, currency 

convertibility (which may constrain currency conversion, repatriation of profits and/or the liquidation of positions), and 

settlement issues related to local clearing houses are also important risk factors to be considered. The sensitivity of fixed 

income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to 

FX depreciation, or to specified interest rates – these are common in emerging markets. It is important to note that the 

index fixings may -- by construction -- lag or mis-measure the actual move in the underlying variables they are intended 

to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon 

rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. It is 

also important to acknowledge that funding in a currency that differs from the currency in which coupons are 

denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options in addition to 

the risks related to rates movements.  

 

Derivative transactions involve numerous risks including, among others, market, counterparty default and illiquidity risk. 

The appropriateness or otherwise of these products for use by investors is dependent on the investors' own 

circumstances including their tax position, their regulatory environment and the nature of their other assets and 

liabilities, and as such, investors should take expert legal and financial advice before entering into any transaction similar 

to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can 

be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be 

incurred that are greater than the amount of funds initially deposited. Trading in options involves risk and is not suitable 

for all investors. Prior to buying or selling an option investors must review the "Characteristics and Risks of Standardized 

Options”, at http://www.optionsclearing.com/about/publications/character-risks.jsp. If you are unable to access the 

website please contact your Deutsche Bank representative for a copy of this important document. 

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) 

exchange rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by 

numerous market factors, including world and national economic, political and regulatory events, events in equity and 

debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed 

exchange controls which could affect the value of the currency. Investors in securities such as ADRs, whose values are 

affected by the currency of an underlying security, effectively assume currency risk. 

 

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the 

investor's home jurisdiction. Aside from within this report, important conflict disclosures can also be found at 

https://gm.db.com/equities under the "Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to 
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