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On the Ground - China banks: Preferred shares: An asset side story Dorris Chen | [email protected] | +852 3983 8709   



We spoke with banks, property developers, and power and shipping companies on the potential introduction of preferred shares/perpetual bonds in China. Enterprises and developers with high financial gearing showed high interest in perpetual securities, especially if classified as equity. Our contacts familiar with China’ s Corporate Law see possible revisions to the law in late 2013 to legalise the issuance of RMB-denominated perpetual securities. We think such instruments are more likely to be classified as bonds, limiting the risk of enterprises abusing such instruments for higher leverage. ICBC, China Construction Bank (CCB), and China Minsheng Banking are likely to benefit the most, in our view.



Malaysia banks: Stick with quality Diksha Gera | [email protected] | +65 6596 8517   



We remain cautious on Malaysian banks given the headwinds in the macroeconomic environment, weak corporate deal outlook, margin pressure and rising asset quality concerns. Loan drawdowns could be weaker than we initially expected. Banks are guiding for some ETP projects to be postponed to 2014, and there could be execution risks for bigger private sector deals in the pipeline. Given the volatile environment, we recommend sticking with quality names like Public Bank, which is our preferred pick among Malaysian banks, and part of our regional core portfolio. We also like CIMB for potential upside from regional synergies. We maintain In-Line ratings on Maybank, RHB Capital and AMMB Holdings.



Macau gaming: September GGR up 21%; 3Q13 fourth consecutive quarter of accelerating growth Philip Tulk | [email protected] | +852 3983 8521 



 







Macau September gross gaming revenue (GGR) came in at MOP 29.0bn (USD 3.6bn), up 21.4% YoY (-6% versus seasonally stronger August 2013) versus a consensus range of 18-23%. 3Q13 growth at 19.6% YoY is higher than 15.7% in 2Q13 and 14.7% in 1Q13, helped by decelerating growth rates over the corresponding quarters in 2012. Our September estimate was at the lower end of the consensus range. After adding this to August Macau GGR, which was also moderately ahead of our expectation, we will need to take another look at our 2013 forecast. Our current 2013 forecast is based on 2H13 GGR growth of 16.6%. We have not yet seen any indication of the impact of luck in September, the breakdown of growth by gaming segment, and market shares by operator. However, the trends observed through the first two months of 3Q13 suggest that the quarter’ s mass revenue growth was about 36% versus 12% VIP growth, resulting in VIP’ s share of the revenue pie shrinking to just over 64% (3Q12 - 69%; 2Q13 - 67%). These trends are very positive for margins. Over July-August 2013, Macau played an estimated 5bps less lucky in VIP rooms than in the same period last year (c.2.90% vs. 2.95%), leading to VIP revenue growth of about 12% YoY, while mass tables revenue grew a much stronger 38%. Sands China (1928 HK, IL), MGM China (2282 HK, OP), and Melco Crown (MPEL US/6883 HK, OP) took market share from the other operators over the July-August period.











Early ‘ golden week’ reports regarding visitations and betting levels appear positive, but longer-term issues (such as table constraints) could increasingly weigh on the sector at its currently elevated valuation levels. The six large-cap Macau stocks are trading at average 2014E EV/EBITDAs and PERs of about 13x and 18x, respectively, following an average increase of 40% over the past three months. Melco Crown, Wynn Macau (1128 HK, OP), MGM China and SJM (880 HK, OP) remain our top picks in the sector, though our estimates and price targets for all of the Macau stocks in our coverage are under review.



Hutchison Whampoa: Is Hutch planning to spin-off retail division A.S. Watson? 13 HK, OUTPERFORM, last close HKD 95.95, PT HKD 103.00



John Chan | [email protected] | +852 3983 8504    



Hutchison Whampoa (Hutch) is planning to spin-off its A.S. Watson (Watsons) retail division, according to local media. The timing of this unconfirmed report surprises us given Watsons' still-attractive growth outlook, but we also view a spin-off as an effective way to unlock shareholder value. We currently value Watsons (including PARKnSHOP [PNS]) at HKD 157bn. If we use the HKD 250-312bn valuation mentioned in the media, then our 2014E NAV would rise 16-28% from HKD 129/share to HKD 150-165/share. We reiterate our Outperform rating and maintain our price target of HKD 103 for now. We like Hutch for its visible growth outlook and upside risks to our valuation.



Sunac China Holdings: October sales could reach another new high 1918 HK, OUTPERFORM, last close HKD 5.12, PT HKD 8.72



Andy So | [email protected] | +852 3983 8528   



Sunac China Holdings’ sales in September grew 22% MoM to a record high of RMB 5.1bn on four new launches in the month. Sales in October could reach a new high, as: (1) five new projects will be launched this month, and (2) the new projects launched in September should also boost sales in October. At a 59% discount to NAV and 2.6x 2014E PER, Sunac’ s current valuation appears inexpensive. Our PT of HKD 8.72 represents a 30% targeted discount to NAV. Catalyst: Even stronger sales in the coming two months.



Tingyi (Cayman Islands) Holding: Will PepsiCo exercise the option? 322 HK, OUTPERFORM, last close HKD 20.05, PT HKD 24.50



Charles Z. Yan | [email protected] | +852 3983 8523   



The deadline for PepsiCo’ s first right to exercise its option to increase its stake in Tingyi Asahi Beverages (TAB) is 31 October 2013. We believe PepsiCo could benefit if it chooses to exercise the USD 2.25bn option to increase its stake in TAB. If PepsiCo exercises the option, we believe it could help TAB lower its costs. Although the option cost implies a 32% valuation premium by PER-based valuation, we consider the priceto-sales ratio of 2.3x reasonable, as it is in line with the average for Hong Kong and China-listed F&B companies.



Daily Valuations SCout Report Library



SCout is Standard Chartered’ s premium research product that offers Strategic, Collaborative, Original ideas on Universal and Thematic opportunities.



The Morning Call - 04-Oct – The last shoe to drop        



Top 3 data/events China - A new low for the PBoC fix? Japan - Current account likely to be eroded by rising trade deficit Taiwan - Exports continue to grow; inflation risk rises Market focus Leveraged funds’ net USD positioning has reversed dramatically from net long to short However, leveraged funds still have a substantial long USD-JPY position USD-JPY put spreads benefit from JPY’ s safe-haven status and short positioning



Economics Weekly - 04-Oct – US: No bread and games    



FOMC September meeting minutes in focus US government shutdown delays data releases BoK, BI and MAS all likely to maintain current monetary policy stance BoE on hold; BCB to hike 50bps



Dave Murray Head of Global Equity Research [email protected] + 852 3983 8535



Click here to send comments Click here to unsubscribe



Click here to download the Standard Chartered Research app for iPad



Disclosures appendix The information and opinions in this report were prepared by Standard Chartered Bank (Hong Kong) Limited, Standard Chartered Bank Singapore Branch, Standard Chartered Securities (India) Limited, Standard Chartered Securities Korea Limited and/or one or more of its affiliates (together with its group of companies, "SCB") and the research analyst(s) named in this report. THIS RESEARCH HAS NOT BEEN PRODUCED IN THE UNITED STATES. Analyst Certification Disclosure: The research analyst or analysts responsible for the content of this research report certify that: (1) the views expressed and attributed to the research analyst or analysts in the research report accurately reflect their personal opinion(s) about the subject securities and issuers and/or other subject matter as appropriate; and (2) no part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or
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