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Markets at a Glance
Indices
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Upcoming Key Data Releases
Date

Key Data

10th September

Inflation Rate YoY AUG

10th September

Inflation Rate MoM AUG

10th September

PPI YoY AUG

11th September

Vehicle Sales YoY AUG

13th September

FDI (YTD) YoY AUG

13th September

New Yuan Loans AUG
Outstanding Loan Growth YoY
AUG
Total Social Financing AUG

13th

September

13th September

13th September
M2 Money Supply YoY AUG
Source: Bloomberg
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RESEARCH NOTES
STRATEGY – We have seen more SOE privatization cases in the past 12 months though not all
were delisted successfully. Some SOEs have been trading deeply below book value for a long
time, so their listings have lost the fundraising function. We are more likely to see a proposed
privatization if the listing vehicle is not very important strategically and if the controlling
shareholder owns more than 50%. We believe investors should pay attention to Huadian Fuxin,
Beijing Jingneng, Datang Renewable, COSCO Shipping International, APT Satellite, Tianjin
Development and CRCC High-Tech. (Analyst: Wong Chi-man)

SNIPPETS
CHINA 5G CONSTRUCTION – China Telecom [0728.HK] and China Unicom [0762.HK] formally
announced a 5G co-build and co-share agreement last night. Pursuant to the agreement, both
Companies will jointly co-build one 5G access network nationwide and co-share 5G spectrum
resources, and the 5G core network will be constructed by both parties. The co-build and coshare agreement is divided by city and province. Both Companies will delineate and designate
districts in 15 cities for each party to build, mainly with reference to the total scale of the 4G base
stations (including indoor distribution systems) of each party. In five cities, Beijing, Tianjin,
Zhengzhou, Qingdao and Shijiazhuang, the construction district ratio of China Telecom to China
Unicom will be 4:6. In 10 other cities, Shanghai, Chongqing, Guangzhou, Shenzhen, Hangzhou,
Nanjing, Suzhou, Changsha, Wuhan and Chengdu, the construction district ratio of China
Telecom to China Unicom will be 6:4. China Telecom will be independently responsible for 10
prefecture-level cities in Guangdong province, five prefecture-level cities in Zhejiang province,
and 17 provinces (Anhui, Fujian, Gansu, Guangxi, Guizhou, Hainan, Hubei, Hunan, Jiangsu,
Jiangxi, Ningxia, Qinghai, Shaanxi, Sichuan, Xizang, Xinjiang and Yunnan). China Unicom will be
independently responsible for nine prefecture-level cities in Guangdong province, five prefecturelevel cities in Zhejiang province, and eight provinces. China Telecom and China Unicom will be
jointly responsible for ensuring the unification of network planning, construction, maintenance
and service standards in the co-built and co-shared districts, guaranteeing the same level of
service. The business and branding of each party will continue to operate independently, and the
subscribers will belong to each respective party. Both parties will adhere to the principles of
maximising the benefits of the co-build and co-share agreement, favouring sustainable
cooperation, not profit.
As we discussed earlier, investors may have concerns about the outlook for China 5G-related
names including China Tower [0788.HK], CCS [0552.HK], ZTE [0763.HK], Comba [2342.HK], ONet [0877.HK], Shennan Circuit [002916.HK], WUS Printed Circuit Kunshan [002463.CH] and
Shengyi Technology [600183.CH], given concerns about the smaller addressable market. Even
without concrete CAPEX released by the two Companies, we believe that the concerns have
been partly priced in. We maintain our view that the co-build and co-share agreement will ease
concerns about China Unicom’s financial position and that we might see a massive scale of 5G
roll-out starting in 4Q 2019, which would be positive for China 5G names. As we discussed
earlier, the messages from upstream names, including WUS Printed Circuit Kunshan, Shennan
Circuit, WINS and VPEC, indicate that demand from 5G downstream remains solid, which
supports our positive view of 5G names. We also believe that the CAPEX cycle of China Mobile
[0941.HK] is unlikely to change, as we don’t expect China Mobile to co-build a network. The total
5G investment amount depends on end demand. ZTE has performed well in past several days,
which we believe is because the market has been digesting the news about co-building and cosharing. ZTE announced that 100k base stations will be shipped by end of this year and that
demand for 5G terminals is strong. For laggards, we suggest that investors consider China Tower
[0788.HK], CCS [0552.HK], Comba [2342.HK] and Mobi [0947.HK]. (Analyst: Mark Po)
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Disclaimer
This research report is not directed at, or intended for distribution to or used by, any person or entity who is a citizen or resident of or located in any jurisdiction
where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject China Galaxy International Securities
(Hong Kong) Co., Limited (“Galaxy International Securities”) and/or its group companies to any registration or licensing requirement within such jurisdiction.
This report (including any information attached) is issued by Galaxy International Securities, one of the subsidiaries of the China Galaxy International Financial
Holdings Limited, to the institutional clients from the information sources believed to be reliable, but no representation or warranty (expressly or implied) is made as
to their accuracy, correctness and/or completeness.
This report shall not be construed as an offer, invitation or solicitation to buy or sell any securities of the company(ies) referred to herein. Past performance should
not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. The
recipient of this report should understand and comprehend the investment objectives and its related risks, and where necessary consult their own independent
financial advisers prior to any investment decision.
Where any part of the information, opinions or estimates contained herein reflects the personal views and opinions of the analyst who prepared this report, such
views and opinions may not correspond to the published views or investment decisions of China Galaxy International Financial Holdings Limited, its subsidiaries and
associate companies (“China Galaxy International”), directors, officers, agents and employees (“the Relevant Parties”).
All opinions and estimates reflect the judgment of the analyst on the date of this report and are subject to change without notice. China Galaxy International and/or
the Relevant Parties hereby disclaim any of their liabilities arising from the inaccuracy, incorrectness and incompleteness of this report and its attachment/s and/or
any action or omission made in reliance thereof. Accordingly, this report must be read in conjunction with this disclaimer.

Disclosure of Interests
China Galaxy Securities Co., Ltd. (6881.HK; 601881.CH) is the direct and/or indirect holding company of the group of companies under China Galaxy International
Financial Holdings Limited. China Galaxy International may have financial interests in relation to the subjected company(ies)’ securities in respect of which are
reviewed in this report, and such interests aggregate to an amount may equal to or less than 1% of the subjected company(ies)’ market capitalization unless specified
otherwise.
One or more directors, officers and/or employees of China Galaxy International may be a director or officer of the securities of the company(ies) mentioned in this
report.
China Galaxy International and the Relevant Parties may, to the extent permitted by law, from time to time participate or invest in financing transactions with the
securities of the company(ies) mentioned in this report, perform services for or solicit business from such company(ies), and/or have a position or holding, or other
material interest, or effect transactions, in such securities or options thereon, or other investments related thereto.
Galaxy International Securities may have served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of,
any or all of the entities mentioned in this report or may be providing, or have provided within the last 12 months, significant advice or investment services in relation
to the investment concerned or a related investment or investment banking services to the company(ies) mentioned in this report.
Furthermore, Galaxy International Securities may have received compensation for investment banking services from the company(ies) mentioned in this report within
the preceding 12 months and may currently seeking investment banking mandate from the subject company(ies).
China Galaxy International 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 Galaxy International Securities and procedures are in place to ensure that confidential information held by either the research or investment banking
function is handled appropriately.

Analyst Certification
The analyst who is primarily responsible for the content of this report, in whole or in part, certifies that with respect to the securities or issuer covered in this report:
(1) all of the views expressed accurately reflect his or her personal views about the subject, securities or issuer; and (2) no part of his or her compensation was, is, or
will be, directly or indirectly, related to the specific views expressed by the analyst in this report.
Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and Futures
Commission) (1) have dealt in or traded in the securities covered in this research report within 30 calendar days prior to the date of issue of this report; (2) will deal in
or trade in the securities covered in this research report three business days after the date of issue of this report; (3) serve as an officer of any of the Hong Kong-listed
companies covered in this report; and (4) have any financial interests in the Hong Kong-listed companies covered in this report.

We are transferring the rating mechanism from “BUY, SELL, HOLD” to “ADD, REDUCE, HOLD”. Please refer to the definitions below.
Explanation on Equity Ratings (Existing mechanism (will be replaced by new mechanism by 01/09/19))
BUY

:

share price will increase by >20% within 12 months in absolute terms

SELL

:

share price will decrease by >20% within 12 months in absolute terms

HOLD

:

no clear catalyst, and downgraded from BUY pending clearer signal to reinstate BUY or further downgrade to outright SELL

Explanation on Equity Ratings (New mechanism)
ADD

:

The stock’s total return is expected to exceed 10% over the next 12 months.

REDUCE

:

The stock’s total return is expected to fall below 0% or more over the next 12 months.

HOLD

:

The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
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