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On 27 Aug 2019, the State Council announced the "Opinions on Accelerating the 

Development of Circulation and Promoting Commercial Consumption”. A specific 

point was mentioned, suggesting the policy will help to unleash the automobile 

consumption potential. Regions where restriction order was enforcing now, 

should take into account the actual conditions and gradually relax or cancel 

restrictions. Local government should actively support the NEV consumption 

where conditions permit.  

 In the "Opinions", it also mentioned the support from the financing 

perspective. It encourages financial institutions to support NEV consumption 

by providing necessary financing channels. We believe the raise of leverage 

in the resident sector will further boost auto consumption. 

 Regarding the used cars area, the "Opinions" also mentioned that it is 

necessary to further implement the policy to comprehensively eliminate 

the restrictions on used cars. The province (city) should allow used cars 

that meet the emission standards to be traded in the region without any 

restrictions. 

 Compared with the policies announced in Apr and Jun 2019, the 

“opinions” explicitly express the official attitude on boosting auto 

consumption. We believe the policy will lead to a recovery of consumer 

confidence. According to related estimation, the cancellation of restriction 

order will release up to 2mn units of auto sales.  

 Low capacity utilization rate with amass of loss entities was the main 

reason for policy stimulus. The overall auto market condition was at a 

critical point affecting the overall employment market. This can be verified by 

recent news on the bankruptcy of Guowei Technology, an auto part suppliers 

for numbers of OEMs. We anticipate stimulus policy will not only support retail 

auto consumption but also rebuild manufacture confidence. 

 We believe this policy stimulus will benefit all major OEMs especially 

those with greater NEV market presence. Given the marketwise good news, 

we recommend stocks with greater elasticity and low relative valuation. Our 

top picks are GAC (2238 HK) and Geely (175 HK). 

 Valuation/Key risks. 1) Continued slowdown in the Chinese economy. 2) 

Policy support was not executed completely. 

Valuation Table 

Company Ticker 
Mkt Cap 

(HKD/RMB Mn) 
Last Px  Forward P/E  

Geely 175 HK Equity 97,520 12.10 8.92  

GAC Group 2238 HK Equity 105,399 7.73 5.41  

Great Wall Motor 2333 HK Equity 70,237 4.94 10.66  

Dongfeng Motor 489 HK Equity 57,900 7.23 3.69  

SAIC Group 600104 CH Equity 289,750 24.96 9.70  

Source: Bloomberg, CMBIS 
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Figure 1: Winning rate for auto plate in Shanghai 

 

Source: Wind, CMBIS 

Figure 2: Plate price in Shanghai 

 

Source: Wind, CMBIS 

 

Figure 3: Province/City with restriction order on automobile 

Province/City with restriction order on automobile 

Shanghai 

Beijing 

Guiyang 

Guangzhou 
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Source: CMBIS 
 

Figure 4: Estimated number of plate available in major cities 
Province/City Number of plate available for 2019 

Shanghai                                 135,000  

Beijing                                 100,000  

Guangzhou                                 150,000  

Shenzhen                                 120,000  

Source: CMBIS 
 

 

 

 

 

 

 

 

 

  



28 Aug 2019  
 

 
 
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3 

Disclosures & Disclaimers  

Analyst Certification 
The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities 
or issuer that the analyst 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 that 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 stock(s) 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 stock(s) covered in this research report 3 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.  

 

CMBIS Ratings 
BUY : Stock with potential return of over 15% over next 12 months 
HOLD : Stock with potential return of +15% to -10% over next 12 months 
SELL : Stock with potential loss of over 10% over next 12 months 
NOT RATED : Stock is not rated by CMBIS 

 
OUTPERFORM                    : Industry expected to outperform the relevant broad market benchmark over next 12 months 
MARKET-PERFORM            : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months 
UNDERPERFORM                : Industry expected to underperform the relevant broad market benchmark over next 12 months 
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