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Market Data 
Hang Seng Index 24,557 

52-week High / Low 31,183/22,665 

3-month avg. daily t/o  HK$125.8bn 

Source: Bloomberg 

 

Indices Performance 

 HSI HSCEI HSTECH 

1-month 4.6%  4.3% 1.4%  

3-month -1.2% -2.7%  -11.1%  

6-month -6.1% -7.4%  -16.7%  

Source: Bloomberg 

 

12-month HSI Performance 

 
Source: Bloomberg 
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The HSI Company will announce results of the 2021 Q4 review of the Hang Seng 

Family of Indexes after market close on 18 Feb 2022. We expect three to four 

stocks from Consumer and IT industries to be added to the HSI, bringing the 

number of constituents to 67-68.  

 

 Expect 3-4 new constituents. The HSI Company is behind schedule in 

increasing the number of HSI constituents to “80 by mid-2022”. That said, they 

explained that “prudent selection is more important than rushing”, and thus we 

expect to see 3-4 new HSI constituent in this review, similar to recent quarters.  

 

 Under-represented industries: Consumer & Healthcare. The HSI 

Company aims to achieve a balanced industry representation. Since the 

implementation of HSI enhancements in May 2021, market cap representation 

of those under-represented industries has been on the rise, but Consumer 

and Healthcare industries are still under-represented.  

 

 Expect no loss-making stocks to be added due to prudent selection. As 

the HSI Company stressed “prudent selection”, we expect no loss-making 

Healthcare stocks will be added into the HSI in this quarterly review. For the 

same reason, we do not expect other loss-making large caps such as 

Kuaishou or JD Logistics to be included at this stage. 

 

 Potential inclusions: Baidu, Smoore, Nongfu Spring, SMIC. In this 

quarterly review, we expect new constituents to come from IT and Consumer 

sectors, in descending order of likelihood: Baidu (9888 HK), Smoore (6969 

HK), Nongfu Spring (9633 HK) and SMIC (981 HK). Dark horses include China 

Feihe (6186 HK), Zhongsheng (881 HK) and China Gas (384 HK). 

 

 Changes to Southbound eligible stocks: Since this is also a half-yearly 

review of the Hang Seng Composite Index, there will be changes in 

Southbound eligible stocks too. We listed 17 stocks, led by Li Auto (2015 HK), 

that may become eligible Southbound stocks. We also listed some stocks that 

may be removed from Southbound.  

 

Strategy Report 

Preview of new blue chips & Southbound stocks 

     15 Feb 2022 
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New HSI constituents likely from Consumer & IT industries 

 

Hang Seng Indexes Company Limited (HSI Company) will announce the results of the 2021 

Q4 review of the Hang Seng Family of Indexes after market close on 18 Feb 2022 (this 

Friday). The changes will be effective from 7 Mar 2022 (Monday).  

Expect 3-4 new constituents as “Prudent Selection is Important” 

Since the 2020 Q2 review of the HSI, the number of HSI constituents have been increasing 

from the originally fixed 50, and now stands at 64 (Fig. 1). The HSI Company stated in Mar 

2021 that the number of HSI constituents is “targeted to reach 80 by mid-2022”, but there 

are only two quarterly reviews to go by mid-2022, and it is unrealistic to expect the HSI 

Company to hasten the process to add 16 stocks in the next two reviews.  

Figure 1：Change in Number of HSI Constituents 

 

Source: HSI Company, CMBIS 

 

In fact, the HSI Company explained in a blog post in Dec 2022 that “the slower-than-

expected pace of constituent addition was due to the prudent stock selection”, and that 

“Prudent Selection Is More Important Than Rushing to 80 Constituents by mid-2022”, 

and “the threshold for picking new blue chips should not be lowered merely for achieving 

the target of 80 stocks.”  (Fig. 2) 

Figure 2：HSI Company is in no rush in adding new blue chips 

 

Source: HSI Company’s blog, CMBIS 

http://www.hsi.com.hk/static/uploads/contents/en/dl_centre/blog/20211207T000000.pdf
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Under-represented industries: Consumer & Healthcare 

In selecting HSI constituents, HSI Company evaluates each eligible stock’s market cap, 

turnover, financial performance and representativeness within each industry group. It also 

aims to achieve a balanced industry representation, by targeting to achieve a market 

cap coverage of not less than 50% for each industry group. Since the implementation of 

HSI enhancements in May 2021, market cap representation of those under-represented 

industries has been on the rise (Fig. 3). Consumer and Healthcare industries are still 

under-represented. Therefore, in terms of industry representation, we believe Consumer 

and Healthcare stocks to be prime candidates for inclusion into the HSI.  

However, non-constituent Healthcare stocks with the largest market caps are loss-making 

(Hansoh Pharma is profitable but turnover is too low, in our view). As the HSI Company 

stressed “prudent selection”, we expect no Healthcare stocks will be added into the HSI 

in this quarterly review. For the same reason, we do not expect other loss-making large 

caps such as Kuaishou or JD Logistics to be included at this stage.  

Figure 3：Market Capitalisation Coverage by Industry Group 

 

Source: HSI Company, CMBIS; as of 6 Dec 2021 
“Others” refers to Energy, Materials, Industrials & Conglomerates 

 

Potential inclusions: Baidu, Smoore, Nongfu Spring, SMIC  

We rank HSI candidates by their market value, and showing their average turnover as well 

in Fig. 4.  

In this quarterly review we expect the HSI to include 3 or 4 new constituents, in descending 

order of likelihood: Baidu (9888 HK), Smoore (6969 HK), Nongfu Spring (9633 HK) and 

SMIC (981 HK).  

Dark horses include China Feihe (6186 HK), Zhongsheng (881 HK) and China Gas (384 

HK). 

We expect no removals of constituents from the HSI in this review. 
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Figure 4：Top 25 non-HSI stocks by market value 

Company Ticker Industry 
Market Value* 

(HK$ bn) 
6-m avg. daily Turnover  

(HK$ mn) 

Kuaishou - W 1024 HK Info Tech 546 1,975 

Baidu - SW 9888 HK Info Tech 319 529 

JD Health 6618 HK Healthcare 311 553 

Smoore 6969 HK Consumer Discretionary 286 597 

Nongfu Spring 9633 HK Consumer Staples 223 338 

JD Logistics 2618 HK Industrials 200 164 

Hansoh Pharma 3692 HK Healthcare 169 82 

Bank of Comm. 3328 HK Financials 165 102 

China Feihe 6186 HK Consumer Staples 151 210 

Trip.com - S 9961 HK Consumer Discretionary 144 82 

Zhongsheng 881 HK Consumer Discretionary 143 208 

SenseTime - W 20 HK Info Tech 142 Listing history < 6 months 

SMIC 981 HK Info Tech 141 760 

Chow Tai Fook 1929 HK Consumer Discretionary 140 98 

China Gas 384 HK Utilities 131 238 

Swire Properties 1972 HK Properties & Construction 128 47 

Bilibili - SW 9626 HK Info Tech 121 487 

Innovent Bio 1801 HK Healthcare 112 449 

Lenovo 992 HK Info Tech 109 351 

Li Auto - W 2015 HK Consumer Discretionary 108 Listing history < 6 months 

XPeng - W 9868 HK Consumer Discretionary 108 274 

Postal Savings Bank 1658 HK Financials 108 308 

Beigene 6160 HK Healthcare 103 193 

CR Mixc 1209 HK Properties & Construction 100 171 

China Hongqiao 1378 HK Materials 90 207 

Source: Bloomberg, CMBIS                         

*Month-end average from Jan-Dec 2021; for secondary/dual-listed stocks, only showing HK-registered shares  

 

 

Changes in Southbound eligible stocks  

 

Since this is also a half-yearly review of the Hang Seng Composite Index (HSCI), there 

will be changes in Southbound eligible stocks too. 

To be eligible for Southbound trading, a stock has to be: 

1. Constituent of the HSCI, with 12-month average market cap over HK$5bn, or  

2. H-shares of A-H dual listed companies. 

In Fig. 5, we listed 17 stocks that may become eligible Southbound stocks effective from 7 

Mar 2022. These include: 

1. Potential new HSCI constituents, among which many were IPOs in 2H 2021; 

2. Weighted voting rights (WVR) stocks which have met the listing history requirement 

of 6 months plus 20 trading days [Li Auto & Bairong]. While another WVR stocks 

SenseTime would have to wait for the next half-yearly review since they have not 

met listing history requirement.  



15 Feb 2022 
 

 

 
 
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5 

Figure 5：Potential ADDITIONS into Southbound trading 

Company Ticker Sector 
Market Value  

(HK$ bn)* 

Li Auto - W 2015 HK Consumer Discretionary 108 

GCL-Poly Energy 3800 HK Industrials 56.4 

MicroPort MedBot - B 2252 HK Healthcare 56.4 

Cloud Village 9899 HK Info Tech 32.6 

Chervon Holdings 2285 HK Consumer Discretionary 27.8 

LK Tech 558 HK Industrials 19.9 

Clover Bio - B 2197 HK Healthcare 14.8 

Keymed Bio - B 2162 HK Healthcare 13.3 

China Nonferrous Mining 1258 HK Materials 12.3 

Golden Solar New Energy 1121 HK Industrials 12.1 

EC Healthcare 2138 HK Healthcare 11.9 

Differ Group 6878 HK Financials 11.9 

ANE 9956 HK Industrials 11.7 

Theme Int’l 990 HK Industrials 11.4 

Gushengtang 2273 HK Healthcare 9.4 

Global New Material 6616 HK Industrials 8.6 

Bairong – W 6608 HK Info Tech 6.6 

Source: Bloomberg, CMBIS                                                              *Month-end average during Jan-Dec 2021 

 

 

In Fig. 6, we listed some stocks that might be removed from Stock Connect due to either 

1) market cap having dropped to below HK$5bn, or 2) potential removals from the HSCI, 

as they have dropped out of the top 96% of the cumulative market value in HKEX, per our 

estimates.  

Figure 6：Potential REMOVALS from Southbound trading 

Company Ticker Sector 
Market Value  

(HK$ bn)* 

China Dongxiang 3818 HK Consumer Discretionary 5.4 

Times Neighbor 9928 HK Properties & Construction 5.1 

Wisdom Edu 6068 HK Consumer Discretionary 5.0 

CMBC Capital 1141 HK Financials 5.1 

Maple Leaf Edu 1317 HK Consumer Discretionary 4.8 

VPower Group 1608 HK Utilities 4.6 

Fantasia 1777 HK Properties & Construction 4.6 

Scholar Edu 1769 HK Consumer Discretionary 2.6 

Source: Bloomberg, CMBIS                                                                 *Month-end average during Jan-Dec 2021  
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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 or its affiliate(s) have investment banking relationship with the issuers covered in this report in preceding 12 months. 

 

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 

CMB International Securities Limited 
Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888   Fax: (852) 3900 0800 
 

 

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary 
of China Merchants Bank)  
 

 

Important Disclosures 
There are risks involved in transacting in any securities.  The information contained in this report may not be suitable for the purposes of all investors.  CMBIS does not 
provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position or special 
requirements.  Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the report.  The value 
of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the performance of underlying assets 
or other variable market factors.  CMBIS recommends that investors should independently evaluate particular investments and strategies, and encourages investors to 
consult with a professional financial advisor in order to make their own investment decisions. 
This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of CMBIS or its affiliate(s) 

to whom it is distributed.  This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or enter into any 
transaction.  Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be liable for any loss, damage or expense 
whatsoever, whether direct or consequential, incurred in relying on the information contained in this report.  Anyone making use of the information contained in this report 
does so entirely at their own risk. 
The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. CMBIS 
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the information, advices 
and forecasts on an "AS IS" basis.  The information and contents are subject to change without notice. CMBIS may issue other publications having information and/ or 
conclusions different from this report.  These publications reflect different assumption, point-of-view and analytical methods when compiling. CMBIS may make investment 
decisions or take proprietary positions that are inconsistent with the recommendations or views in this report. 
CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or on behalf of 
its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business relationships with the companies in this 
report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect the objectivity of this report and CMBIS will not assume any 
responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced, reprinted, sold, redistributed or published 
in whole or in part for any purpose without prior written consent of CMBIS. 
Additional information on recommended securities is available upon request. 
  
For recipients of this document in the United Kingdom 
This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended 
from time to time)(“The Order”) or (II) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and 
may not be provided to any other person without the prior written consent of CMBIS.  
 
For recipients of this document in the United States 
CMBIS is not a registered broker-dealer in the United States.  As a result, CMBIS is not subject to US rules regarding the preparation of research reports and the 
independence of research analysts.  The research analyst who is primary responsible for the content of this research report is not registered or qualified as a research 
analyst with the Financial Industry Regulatory Authority (“FINRA”).  The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the 
analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is intended for distribution in the United States 
solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of 1934, as amended, and may not be furnished to any other 
person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it shall not 
distribute or provide this report to any other person. Any US recipient of this report wishing to effect any transaction to buy or sell securities based on the information 
provided in this report should do so only through a US-registered broker-dealer.  
 
For recipients of this document in Singapore 
This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined in the 
Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its respective foreign 
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report is distributed 
in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of 
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