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Automobile & Air (ZhangJing) 
This month I released 3 updated reports of Geely (175.HK), Zhongsheng (881.HK) 
and Shanghai International Airport(600009.CH) which got success by their unique 
Competitive edge. Among them, we highly recommend Zhongsheng . 

The pandemic’s impact on China’s car market had substantially reduced,but 
chip supply shortage was getting worse. As a result, monthly sales volume growth 
rate rose at the beginning and then gradually declined. Chip tightness puts 
pressure on the capacity utilization rate of OEMs, but it can also allow OEMs to 
recoup discounts and produce more models with high prices and high margins, 
which will benefit those car dealer group with platform advantages (such as 
Zhongsheng Holdings). Zhongsheng issued the interim results of 2021, reporting 
RMB87.36 billion in revenue, up 50.1% yoy; the net profit attributable to the 
parent company stood at RMB3.7 billion, up 61% yoy, with an EPS of RMB1.609. 
The main reasons of the increase in H1 are 1) The gross margin of new car sales 
increased due to the increase in the trading volume of new cars, especially that of 
the new brand premium cars, as well as the favorable supply and demand 
conditions. 2) The after-sales service admissions grew steadily, and the gross 
margin of after-sales service climbed. 3) Value-added service saw a growth driven 
by the increase in commissions for auto finance and second-hand car transaction 
business. Revenue from new car sales and after-sales business increased by 46% 
and 34% to RMB72,556 million and RMB11,302 million, respectively, from the 
same period last year. Second-hand car sales made a contribution of RMB3,503 
million. Their respective proportions changed to 83.1%, 12.9% and 4% from 
85.5%, 14.5% and 0, respectively, in the same period last year. The rapid 
development of the second-hand car business was supported by the Company's 
customer base of more than 6 million. In H1, the Company's transaction volume of 
second-hand cars reached 66,735 units, a yoy increase of 64.1%. In the future, the 
growth rate of value-added service and aftermarket business of second-hand cars 
will further accelerate with the gradual implementation of the policies on value-
added tax reduction on second-hand cars, the complete removal of migration 
restrictions, and cross-provincial registration of second-hand car transactions in 
various places. 
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Consumer & Property Management (Timothy Chong) 
I have released two update reports covering Bosideng (3998.HK) and CIFI EverSunshine 
Services (1995.HK) this month. Among them, we highly recommend Bosideng 
(3998.HK). 
The company announced its annual report for the FY20/21 on July 21. Revenue 
increased by 10.9% Yoy to CNY 13.52 billion, which was lower than our expectation. 
The net profit attributable to the parent for the year was CNY 1.71 billion, an increase 
of approximately 42.1%, beat our expectations. It mainly due to the decrease in the 
company's expense ratio during the period and the increase in profitability. The 
company declared a final dividend of HKD 10.0 cents per share. The total dividend for 
the year was HKD 13.5 cents, with a dividend payout ratio of 70.8%. 
During 2020, the company will mainly focus on handling inventory issues in 
FY2019/2020. During FY21, the company strategically reduced wholesale sales and 
actively adopted destocking measures. In addition, China was affected by the early 
winter and other climates last year. Solving inventory problems within the scope of 
controlled discounts has limited impact on profitability. The company's inventory level 
at the end of FY21 was CNY 2.65 billion, a Yoy decrease of 2.9%. The inventory 
turnover days increased by about 20 days to 175 days compared with last year. This 
was mainly due to the fact that the beginning inventory was affected by the epidemic, 
which was at a relatively high level, and the impact was about 12 days. In addition, in 
order to cooperate with the company's new replenishment measures, the proportion 
of raw materials in the inventory has risen sharply, accounting for 30% of the total 
inventory (16% in the same period last year), which will affect the inventory turnover 
days of about 8 days; if excluding raw materials, the company's inventory turnover 
days are about 127 days, and the company's long-term goal is 100-110 days (excluding 
raw materials). 
The company will carry out product integration reforms in 2020 to improve the 
company's supply chain and inventory issues in the long run. It was mainly 
implemented in self-operated stores last year. In terms of distributing goods, in the 
first batch of distributing goods, for different stores and users, distributing goods 
according to their store status, and the quantity is also controlled below 30% of the 
expected sales; the implementation of quick return and replenishment, the products in 
store sold every day will be replenished the next day, quick sell and quick 
replenishment; further improve pull production, from the previous quick return to 
production 20-25 days to 5-7 days production, to achieve 10-day pull return orders; 
strengthen O2O ecology, both online and offline channels share the same inventory to 
further improve the efficiency of goods. The company plans to further implement the 
product integration policy to franchisees in FY22. In the future, franchisees only need 
to order the first batch when they place an order, and replenish the goods when the 
product is sold. In addition, the franchisee is also allowed to exchange new products 
before the specified period. It helps improve product efficiency on the one hand, and 
effectively improve terminal inventory levels on the other.. 
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TMT (Samuel Sung) 
This month, I have released 1 initiation report of Ming Yuan Cloud Group (0909.HK) and 
updated reports of Sunny Optical (02382.HK). 
Sunny Optical announced the company’s interim results as of 30 June 2021. During the 
period, the revenue was approximately RMB 19.833 billion (+5.1% yoy). The overall 
gross profit margin increased by 5.4 ppts yoy to 24.9% and the net profit attributable to 
the parent was approximately RMB 26.88 billion (+53.7% yoy). The company’s revenue 
growth was lower than expected, mainly due to the downgraded specification of 
smartphone market landscape and unfavourable sales performance of high-end 
smartphone models, the average selling price of handset camera modules decreased 
significantly compared to the corresponding period of last year, which partially offset 
the revenue growth brought by the increased shipment volume. The company’s net 
profit matches the market expectations, mainly benefited from the efficiency 
improvement and cost down of production brought by manufacturing optimisation and 
automation level improvement. 
The company’s shipment volume of HLS increased by approximately 11.1%, yoy in 1H21. 
The management has adjusted its guidance for HLS, from the expected annual growth 
rate of 15%-20% to 5%-10%. The shipment volume of HCM increased by approximately 
34.5% yoy in 1H21, and the company maintains its forecast of 20%-25% yoy growth for 
the whole year. The trend of downgrading specification in the mobile phone market has 
caused short-term pressure on the company’s high-end product market performance. 
The company’s management believes that the ASP in the second half of the year will still 
have a chance to be under pressure, but they are optimistic to the future business. In 
addition to the company’s ability to optimize production lines, it has successfully 
digested the impact of changes in customer structure and gradually penetrates the 
Apple supply chain. It is believed that the mobile phone market will reappear in the 
trend of upgrading, and once it happens, the company will have an advantage. 
Considering the ASP of the HLS and HCM is expected to be under pressure in the second 
half of the year and the company’s overall gross profit margin has increased, we slightly 
lowered the company’s net profit attributable to the parent company for 2021/ 2022/ 
2023 to RMB 5.714/ 7.141/ 8.734 billion, which 2021 – 2023 CAGR is 23.63%. We 
maintain the company’s 2021 P/E ratio of 40x and slightly revise down the target price 
to HKD 245.1, corresponding to the PE ratio of 32.0x / 26.2x in 2022/ 2023. 

“Accumulate” grading is maintained.. 
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Fig 1. Performance of Recommended Stocks 

 
A stock is calculated by RMB yuan. 
Source: 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.   
©  2021 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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