
2 July 2014 

Page | 1  
 

 

 
  

Report Review of June 2014 
 

Hong Kong | INVESTNOTES REPORTS REVIEW 
Industry:  
Software (Kay Ng), Mainland financial, Utilities (Xingyu Chen), Mainland Telecom 
(Fanguohe), Mainland property, Oil and gas service  (Chengeng), Air, Automobiles, 
Infrastructure (ZhangJing), New energy & Environmental Goods (Zhang Kun) 
 

 
 

 
Software (Kay Ng) 
 
The price movement on mobile gaming and software stocks in June had similar 
patterns as May. 
 
Mobile gaming stocks continued to sink. There is rumor that Ministry of Culture 
will take measures to monitor the mobile gaming market, in order to prevent 
illegal Internet activities, or excessive pornography and violent content in the 
mobile apps. Although Boyaa had repurchased its shares from market last week, 
the half-year closing price was still as same as the 2014 opening, though it was 
already the best performing stock among the mobile gaming sector. Forgame had 
reached its record low last week and the acquisition of Magic Feature Inc was still 
in a doubt, while IGG had continued to slide on the downward channel. Suffered 
from weak IPO condition, the newly listed chess game operators Ourgame 
dropped nearly 12% on its first listing day. It is expected the mobile gaming sector 
is still in consolidation in the short term, while share prices are expected to 
rebound based on good performance in the second quarter. 
 
The overall performance of software sector was slightly better than the mobile 
gaming. The Chinese government was concerning to establish the Internet 
security examination scheme for online information security. There was news on 
the trial localization of information security, which would focus on the using of 
domestic server and router. Among all, Sinosoft performed the best with 6.4% 
increase in June, while other software stocks such as Kingsoft and NetDragon 
recorded around low single digit price growth. However, a newly listed software 
stock Chanjet Info that focused on small and micro enterprises ERP software had 
recorded an 8% drop in price in its first listing day. Share price had dropped 
cumulatively about 15% for the till the end of June. However, last week the China 
International Software & Information Service Fair last week had just released the 
"2014 China Enterprise Information and Software Requirements Report", which 
expected the investment in information security by enterprises would increase by 
more than 30%, and corporate and government procurement of software would 
increase 7.8 %. Therefore, we still expect the software sector can be benefited 
more from national policies and market demand, thus have more stable 
performance in the long run. 
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Mainland Financial (Xingyu Chen) 
 
The market continued to maintain stable in June, HSI adjusted slightly around 
23,200. Most of Chinese banks’ prices increased this month. The operating 
performance of banks also maintained stable growth, with the positive market 
prospect, which is one of main reasons of large growth of banks’ share prices in 
June. The regulators announced a series of policies to support the banks’ 
development, such as the issuance of the preferred stock, BOC and ABC have 
announced their plans, and we believe ICBC and CCB will make the plans as well in 
future. Additionally, the PBOC announced the list of banks approved to decrease 
the directional deposit reserve rate by 0.5ppts, which can make the banks release 
more capital in the market, and increase the market liquidity. We expect the 
released capital would achieve to RMB100 billion. Meanwhile, the main target of 
decreasing the deposit reserve rate this time is to support the real economy, 
especially for agriculture, rural areas and farmers, and SMMEs, and decrease 
financial costs for these industries or enterprises.  
 
According to the share price, the small and medium-sized commercial banks 
recorded the better performance, among which Harbin Bank achieved the best 
performance with the share price growth of 17.5% this month, and CMB and CMBC 
recorded the relative better performance among the peers, with the price growth 
of 7% and 7.5% respectively compared with the end of last month. Overall, we still 
maintain Accumulate rating to the banking sector. 
 
 
Mainland Telecom (Fanguohe) 
 
China Mobile has won 4G TD-LTE license since the end of 2013. On June 27, 2014, 
the MIIT authorized China Telecom and China Unicom to take the trial of FDD / TD 
hybrid network in 16 cities respectively. In May, the 4G user net increase has 
doubled in mainland. In our view, 4G charge has decreased since June, plus with 
more available 4G terminals and lower sales prices, the 4G market in mainland has 
been into the fast lane. 
 
After experiencing the call-back, the telecom sector has seen the recovery trend. 
We believe the 4G network construction will still be in a rapid development period, 
and the 4G handsets shipment may begin a robust outbreak, so we recommend 
ZTE, Mobi Development, Tongda Group and Coolpad Group. For the worry that the 
operators may cut terminal subsidies, we expect that, this has limited impact, 
because the adjustment of subsidy policy is structure based, that is to say, they are 
planning to increase the subsidies for 4G mobile phones while gradually eliminate 
the subsidies for 2G/3G mobile phones. Furthermore, subsidies in the past were 
mostly shared by high-end cellphones like Apple. Judging from these two aspects, 
we think the subsidies cut may benefit mainland terminal manufacturers like 
Coolpad Group. 
 
 
Mainland Property & Oil/Gas service (Chengeng)  
 
In June, 2014 I wrote three research reports on Samsonite, CSCI and Shimao 
Property, which got success by unique operation model. We recommend “CSCI”. 
We believe that, driven by the amount of adequate uncompleted contracts and 
robust new orders, the profit growth of CSCI in 2014 is expected to speed up. We 
expect that the profit growth of the company will respectively reach 50% in 2014 
and 36% in 2015, and the compound average growth rate from 2011 to 2015 will 
reach 38%. With the deepened understanding by the market over the accelerated 
performance of CSCI and its features that distinguish it from common domestic-
funded real estate stocks, the company's stock price is expected to recover after  
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this round of adjustment. We give a “Buy” evaluation to CSCI, that the 12-month 
target price is 15.80 Hong Kong dollars, which equals to 17 times of price earnings 
ratio in 2014 and 15 times of price earnings ratio in 2015.. 
 
 
Automobile & Air (ZhangJing) 
 
This month we released 4 reports: updated Zhengtong(1728.HK), 
Baoxin(1293.HK), and Yongda(3669.HK), and a field research report of Bolina 
(1190.HK), all of which show relatively better return with the HIS index. As far as 
the valuation ratio is concerned, we prefer Zhengtong with the more attractive 
expected P/E ratio. 
 
The high-end strategy focusing on luxury cars adopted by the company has a 
positive influence on its high-return after-sale business, besides, the extension 
business focusing on the second-hand cars, automobile insurance and automobile 
finance still lies in the initial stage of development currently, with broad space in 
the future. The company forms a favourable layout in the aspects of automobile 
insurance, automobile network and mobile terminal, laying a foundation for the 
development of high-margin business in the future. Our 12-month target price of 
HK $ 4.8 is based on 8.5/6.8x P/E 2014/2015E EPS, Accumulate rating. 
 
 
New energy & Environmental Goods (Zhang Kun) 
 
Ministry of Environmental Protection presented “Standard for pollution control on 
the municipal solid waste incineration” in this month. It provided more restrict 
need to solid waste treatment and local government will choose the waste 
treatment facility with higher standard. In this area, all facilities of “China 
Everbright International (257.HK)” use the European 2000 standard, which is more 
restrict than national standard, so the company will more competitive in the future. 
 
We update two reports in this month, they were “Comtec (712.HK)” and “BJ ENT 
Water (371.HK)”, BJ ENT Water has sharp increase in operation development and 
the international strategy is in progress, we are bullish on its future performance. 
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Fig 1. Performance of Recommended Stocks 

Time Ticker Company Analyst Rating

Price on
Recommen
dation Date

Target
Price

Expecte
d Return

Last
Month
Closing
Price

Last
Month
Return

Closing
Price
2M ago

1M Price
Chg

2014-6-4 817  HK Equity Franshion CG Neutral 2.28 2.3 0.88% 2.04 -10.53% 2.22 -8.11%
2014-6-5 1190  HK Equity Bolina ZJ Accumulate 2.87 3.23 12.54% 2.93 2.09% 2.84 3.17%
2014-6-6 268  HK Equity Kingdee KN Neutral 2.66 2.77 4.14% 2.54 -4.51% 2.54 0.00%
2014-6-9 981  HK Equity SMIC GH Accumulate 0.63 0.74 17.46% 0.67 6.35% 0.66 1.52%
2014-6-10 712  HK Equity Comtec Solar ZK Reduce 1.17 1 -14.53% 1.25 6.84% 1.14 9.65%
2014-6-11 2318  HK Equity Ping An XY Buy 60.5 80 32.23% 60 -0.83% 59.4 1.01%
2014-6-12 169  HK Equity Wanda COMM CG Neutral 2.5 2.6 4.00% 2.44 -2.40% 2.65 -7.92%
2014-6-13 1728  HK Equity Zhengtong ZJ Accumulate 4.25 4.8 12.94% 4.34 2.12% 4.01 8.23%
2014-6-16 8002  HK Equity IGG KN Buy 5.52 7.18 30.07% 4.74 -14.13% 5.94 -20.20%
2014-6-17 947  HK Equity MOBI DEV GH Buy 1.4 2 42.86% 1.43 2.14% 1.42 0.70%
2014-6-18 2628  HK Equity China Life XY Buy 21.5 25.6 19.07% 20.3 -5.58% 20.93 -3.01%
2014-6-19 917  HK Equity New World CHINA CG Accumulate 5.12 5.5 7.42% 4.63 -9.57% 6.45 -28.22%
2014-6-20 1293  HK Equity Baoxin ZJ Accumulate 6.45 6.96 7.91% 6.54 1.40% 6.3 3.81%
2014-6-23 3888  HK Equity Kingsoft KN Neutral 23.4 22.41 -4.23% 23.35 -0.21% 23.45 -0.43%
2014-6-24 371  HK Equity BJ Ent Water ZK Accumulate 4.98 5.69 14.26% 5.18 4.02% 4.96 4.44%
2014-6-25 2369  HK Equity Coolpad GH Buy 2.04 2.74 34.31% 2.14 4.90% 1.9 12.63%
2014-6-26 1963  HK Equity BCQ XY Accumulate 5.04 5.57 10.52% 5.11 1.39% 5.14 -0.58%
2014-6-27 1251  HK Equity SPT Energy CG Accumulate 4.2 4.6 9.52% 4.08 -2.86% 4.66 -12.45%
2014-6-30 3669  HK Equity Yongda ZJ Neutral 6.9 6.56 -4.93% 6.88 -0.29% 6.99 -1.57%  
Source: Company, Phillip Securities Research 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited 
to) a stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and 
speculative undertones surrounding the stock, before making our final recommendation 
 
GENERAL DISCLAIMER 
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the 
terms and limitations set out below.  
 
This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct 
or consequential loss arising from any use of material contained in this publication.  
 
The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any 
analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are 
expressions of belief only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such 
information or Research is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication is 
subject to change, and Phillip Securities shall not have any responsibility to maintain the information or Research made available or to supply any 
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential 
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.  
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at 
any time without prior notice.  
 
This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs 
of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should 
seek advice from a financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or 
particular needs of that person, before making a commitment to invest in any of such products. 
This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of 
judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a 
representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products 
which may be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions 
involving such products should not be made unless all such risks are understood and an independent determination has been made that such transactions 
would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a 
complete discussion of such risks.  
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in 
this research should take into account existing public information, including any registered prospectus in respect of such security. 
 
Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation 
covered in this report. 
Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial 
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed 
corporation. 
 
Availability 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country 
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any 
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction. 
 
Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear 
responsibility for any loss occasioned by reliance placed upon the contents hereof.  PSHK (or its affiliates or employees) may have positions in relevant 
investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.   

© 2014 Phillip Securities (Hong Kong) Limited 

Total Return Recommendation Rating Remarks 
>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 
-5% to +5% Neutral 3 Trade within  ± 5% from the current price 
-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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