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Week of 12th October 2020 

What’s on our mind this week? 

China Golden Week numbers 

Last week was Golden week in China, a week long holiday which follows the Chinese 

National Day on October 1st. Golden week is always a good way to measure the health 

of domestic consumption and this year it is even more important as it measures the 

rebound of some of the worst hit sectors by the pandemic. The numbers did not 

disappoint. According to the Ministry of Culture and Tourism, the number of Chinese 

domestic tourists declined by 21% YoY to 637m during the October golden week (October 

1-8, 2020). Domestic tourism income decreased by 28% YoY to RMB 467bn. These 

numbers show a significant improvement when compared to the three-day Dragon Boat 

Festival holiday (June 25-27) where domestic tourists number were down 49% YoY, and 

domestic tourism income 69%. It is also worth noting that there are still some restrictions 

in China placed on traveling and capacity constraints at many of the main tourist 

attractions. 

Short-haul destinations recorded positive growth driven by local demand.  Beijing saw 

8.4% YoY increase in tourist number, and 150 major attractions in Shanghai posted 3% 

YoY visitor growth during October 1-4. Sanya, one of the biggest Chinese coastal 

destinations in the South, led long-haul travels with 6% YoY growth in tourist number 

during September 30 to October 3, and average hotel occupancy rate in the region 

improved by 3.4 percentage points YoY to 80% during October 1 to 4. It is worth 

remembering here that the government had loosened the policy on duty free shopping 

in the Hainan province (where Sanya is located) on July 1st, increasing the duty-free quota 

from RMB30,000 to RMB100,000 per person each year and expanding the tax-free goods 

categories to include electronic products and wine. Coupled with travel restrictions in 

most countries globally, Hainan duty free sales rose by 137% YoY to RMB530m during 

October 1 to 5, with record-high average daily sales of RMB106m and average ticket size 

of RMB6,463.  

E-commerce players also showed promising golden week numbers. Meituan, which we 

own in all our equity portfolios, indicated that during the first five days of the national 
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holiday, the number of food delivery orders in popular tourist sites grew by 200% YoY. 

Alibaba-owned Ele.me mentioned that delivery orders for mother and baby products and 

personal care products to hotels more than doubled YoY during the holidays. 

Overall the Golden Week numbers confirm the trends we have seen all summer pointing 

to a strong rebound of the Chinese economy.  

—————————————————————————————————— 

A positive tone for the Chinese property sector  

Last week the Fixed Income team attended a China Property Virtual Conference organised 

by Haitong International that spanned over three days. The conference provided a very 

good opportunity to speak with developers. Topics including the government’s “Three 

Red Lines” policy proposal, Evergrande’s onshore listing plans and October’s Golden 

Week sales figures were very much on investors’ agenda. 

Most of the developers we spoke with were very welcoming of the “Three Red Lines” 

policy which aims to carefully control the leverage of real-estate companies by placing 

limits on their debt growth rate. It is always possible that the companies we met were 

somewhat biased as they were mostly in either the “Green light” or “Yellow light” camp 

indicating that they were amongst the financially healthiest developers in the country. 

Nonetheless, many developers saw this as a way for policymakers to target risk at 

individual firms rather than launch a clampdown on the property sector as a whole, which 

remains a key support for economic growth. In addition, the policy will be rolled out 

gradually with a grace period of up to two years, which gives companies ample time to 

reach the target leverage levels.  

On a separate note, the first nine months of sales and the Golden Week sales have 

continued to be strong. Contracted sales of the top 100 developers according to CRIC 

went up by 24.8% YoY in September. While the Golden Week figures have yet to be 

released, the tone from developers was largely positive with sell-through rates around 

90%. However we did see some margin compression to the tone of 2 to 3% YoY as land 

prices have tangibly increased amongst developers. Initially, investors thought the margin 

compression was due to the various discounts offered by developers, especially after 

Evergrande announced a headline grabbing 30% discounts for some of its units. However, 
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this was dispelled by some developers during the conference as they said local 

governments put upper and lower limits on ASPs (asking selling price). As a result, 

developers have been trying to replenish landbank via different channels including 

redevelopment projects which can be obtained for lower ASPs, but the turnaround time 

could potentially be longer. 

Overall the Fixed Income team left the conference on a cautiously positive tone as sales 

figures have been better than expected but will continue to monitor how the “Three Red 

Lines” policy unfolds. 

———————————————————————————————————— 
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