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Week of 1st March 2021 

What’s on our mind this week? 

Chinese property update 

According to various local media news, 22 cities in China (including 4 tier-1 cities as well 

as 18 key tier-2 cities such as Nanjing, Suzhou, Hangzhou, and Xiamen) are expected to 

split their annual residential land sales in no more than three batches each year through 

open market auction.  These 22 cities are expected to issue the details of implementation 

of this policy soon and give a clear plan about how the full year land supply will be 

organised.  Prior to this policy, the land supply was done through scattered auctions 

throughout the year.  

We believe this policy will change how developers manage their cashflow, as land 

purchases will be more concentrated within certain timeframes as opposed to being 

scattered. Developers will need to have enough cash available to take advantage of these 

landbanking opportunities each time they occur.  The impact will be less for developers 

that have the most diversified landbanks. In general, major developers have 40% of their 

landbank exposed to these 22 cities.  

The policy will likely bring about a more stable property development sector on the 

landbanking front, as the landbanking process will now be more transparent. Large land 

premiums are unlikely to be as frequent as previously seen. This also fits the central 

government’s goal to see the land prices stabilise and in turn home prices and market 

expectations stabilise as well. Nevertheless, good projects in good cities are unlikely to 

see less land premium as competition for them will remain fierce.  Developers with strong 

balance sheet, superior land market assessment capability and strong management ability 

will benefit from this policy.  

On the business side, Chinese property developers reported stellar contracted sales for 

February, with the top-100 developers’ contracted sales growing by 156% YoY in February, 

and 64% higher compared to February 2019 (which is a more meaningful measure as 

February 2020 was impacted by the Covid crisis). For January + February, which eliminates 

the Chinese New Year effect that either falls in January or in February and therefore 
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distorts monthly year-on-year comparisons, the growth number for the top-100 

developers was 102% YoY, and 56% higher compared to January + February 2019. 

 

—————————————————————————————————— 

 

Will Semi on Mars 

On 18th February 2021, NASA's unmanned scientific exploration vehicle, Perseverance 

rover landed on Mars and sent back to Earth its first images. The pictures were taken by 

the rover’s 20-mega pixel navigation cameras the core part of which, the CMOS 

(Complementary metal–oxide–semiconductor) image sensor having been designed by 

the Chinese company Will Semi (603501 CH), one of our key holdings. Omnivision, a 100% 

subsidiary of Will Semi was chosen to supply the CMOS image sensor to this Mars 

exploration robot because their sensor has a very low power consumption on an 

extremely small footprint. The image from Mars were captured with Omnivision’s 

technology. 

This event strengthens our conviction on Will Semi. Its great product offering will help the 

company gain market share both in-and-outside of China in the ever-growing image-

sensing market. It is also a good example of how Chinese companies have progressed in 

the past decade to become leaders in technology markets. 

 

—————————————————————————————————— 

 

Hong Kong Exchange sees the stamp duty on stock transactions increase 

Last week, the Hong Kong government increased the stamp duty on equity transactions 

on the city’s stock exchange by 3 basis points from 10bps to 13bps, a 30 percent increase 
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from the current fee structure. This increase came after nearly three decades without any 

change as the government looks for ways to fund its widening budget deficit. While some 

political parties have proposed for an increase in stamp duty as high as a 10bps in the 

past few weeks, press reports gave an indication that it would be unlikely. The 

announcement of the increase made the share price of Hong Kong Exchange & Clearing 

Ltd. (HKEX) drop by 8.8% on the day. The Hong Kong Financial Secretary Paul Chan Mo-

po in his budget speech mentioned that a higher stamp duty on stock trading was to be 

expected to raise the stamp duties collection by USD1.65bn to USD11.8bn for the fiscal 

year 2021-22 as per internal forecasts. According to government sources, stock trading is 

the most stable revenue source with the smallest elasticity out of all potential income 

sources. 

HKEX mentioned that while they were disappointed by the government’s decision to raise 

the stamp duty on stock transactions, they acknowledged that such a levy is an important 

source of government revenue. In their earnings call after reporting a robust net income 

growth of 23% for 2020, HKEX mentioned that the stamp duty increase was expected to 

have limited impact on their earnings. During their post results conference call, the 

company mentioned that roughly 10% of the average daily turnover was coming from 

quantitative strategies that are not necessarily the high frequency trading that would be 

impacted the most by the stamp duty increase. Further, the company added that the high 

frequency trading happens mainly in ETF and warrants where there is no stamp duty. We 

tend to agree that whilst the news moved the market on the day of the announcement, it 

should have limited to no impact going forward. 

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