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HK Stock Market Weekly Review 

3/5/2024 

 HSI Rises for Nine Consecutive Trading Days, Maintains Reasonable PE Ratio 

 US June Crude Oil Futures Prices Drop; The Fed to Significantly Slow Balance 

Sheet Reduction Starting in Jun 

 

1. HSI Rises for Nine Consecutive Trading Days, Maintains Reasonable PE Ratio 

Since Apr 22, HSI has seen a steady rise over nine consecutive trading days, increasing 

from 16,224.14 on Apr 19 to 18,475.92 on May 3, marking a growth of ~13.9%. The Hong Kong 

stock market operated for only four days this week due to the Labor Day holiday on May 1. 

Chinese real estate stocks have been the standout performers in the Hang Seng Index 

since April 19. Relaxed home buying restrictions in major cities like Beijing and Shanghai have 

uplifted market spirits. These stocks had underperformed over the past 12 months but have 

recently rebounded, rekindling investor interest. 

In the last two weeks, Country Garden Services (6098 HK), China Overseas Land & 

Investment (688 HK), and China Resources Land (1109 HK) have appreciated by ~36%, 35%, 

and 28%, respectively. Additionally, positive expectations for retail sales during China's Labor 

Day holiday have enhanced the investment environment for stocks related to Chinese 

consumer markets, including e-commerce platforms. 

This recent surge in Hong Kong's stock market is expected to positively influence the 

A-share market when it resumes trading next week after the Labor Day break. The revival in 

both the Hong Kong and A-share markets should benefit the investment results of Chinese 

insurance companies, with China Life Insurance (2628 HK) and Ping An Insurance (2318 HK) 

already seeing rises of about 25% and 27%, respectively, over the past two weeks. 

Meanwhile, Chinese energy and telecom stocks have bucked this positive trend, declining 

over the past two weeks despite outperforming in the first quarter of the year. Investors are 

selling off these stocks to reallocate funds to other sectors. 

Bank of Communications (3328 HK), a state-owned bank, has announced it is considering 

issuing mid-term dividends. This move suggests that state-owned commercial banks might shift 

to paying dividends twice a year instead of just once. Such a change is likely to attract long-term 

investors, particularly insurance funds looking for stable cash returns from their equity 

investments. 

After a 14% increase over the past two weeks, investors may wonder if HSI is currently 

valued reasonably. We assess this using the PE ratio, which is a common measure of stock 

valuation. Currently, the HSI has a PE ratio of about 9.06, based on the expected earnings for 

2024. This is 18% lower than the five-year average PE ratio of 11.11. 
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During 1Q24, HSI traded between 7.73 and 9.37 times its projected 2024 earnings. This 

suggests that the index's PE ratio remains within a reasonable range for trading, despite recent 

increases in stock prices. 

 

Exhibit 1: Forecasted PE Ratio of HSI (Fluctuation Range Over the Past 5 Years) 

 

5-yr avg PE for HSI = 11.11x；S.D. = 1.74 

Current PE of HSI is at 9.1x the projected earnings for 2024; this is between two S.D. below and 1 S.D. below 

the 5-year average PE. This places the PE valuation in the lower range of its 5-year performance. 

Source(s): Bloomberg, ABCI Securities 
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Exhibit 2: Index Performance from Jan to Apr 2024 and for Apr 2024 Alone 

 
2024 Jan-Apr Index performance   Apr 2024 

 Index performance  

 
CSI 300 Hang Seng 

Composite Index 

 CSI 300 Hang Seng 
Composite Index 

Benchmark Index 5.1% 3.7%  1.9% 7.1% 

Energy Index 23.7% 33.3%  0.8% 8.7% 

Financial Index 7.1% 3.2%  3.1% 9.1% 

Real Estate Index -16.3% -9.2%  -7.6% 5.4% 

Basic Materials 
Index 

15.9% 31.0%  3.5% 9.8% 

Industrials Index 4.5% 0.7%  0.7% 4.5% 

Consumer 
Discretionary Index 

13.2% -0.4%  5.1% 2.0% 

Consumer Staples 
Index 

2.1% -2.2%  0.8% 4.0% 

Healthcare Index -10.7% -21.5%  1.2% 0.8% 

Telecommunications 
Index 

12.5% 7.7%  2.8% 3.5% 

Information 
Technology Index 

-5.0% 9.9%  0.2% 10.3% 

Utilities Index 15.4% 3.2%  1.5% 3.6% 

Note：As of Apr 30, 2024  

Source (s)：Bloomberg, ABCI Securities 
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2. US June Crude Oil Futures Prices Drop; The Fed to Significantly Slow Balance 

Sheet Reduction Starting in Jun 

 

This week, US crude oil futures for Jun dropped below $80 per barrel. Additionally, the 

Fed announced plans to slow down its balance sheet reduction starting in Jun. These 

changes are likely to affect the rest of 2Q24, even though it's only early May.  

Exhibit 3:US WTI Crude Oil Futures
（US$/barrel） 

Exhibit 4: Brent Crude Oil Futures
（US$/barrel） 

  

Source(s): Bloomberg, ABCI Securities  

 

In the first four months in 2024, rising crude oil prices raised market concerns about 

increased inflation, making it less likely that the Fed would cut interest rates. However, the 

recent drop in US crude oil futures for Jun to below US$ 80 per barrel could ease these worries. 

The decline in oil prices in late Apr and early May was driven by two main factors: 

increased US oil production in Apr and stable oil output from OPEC over the last two months 

following a production cut in Jan. These supply-side improvements have significantly 

contributed to the fall in oil prices. 

Despite ongoing tensions in the Middle East that could threaten oil supply, the increase in 

US oil production has helped reduce these concerns. According to the US Department of 

Energy, daily crude oil output rose from 12.53mn barrels in Jan to 13.04mn barrels in Apr. 

Additionally, Bloomberg reports that OPEC's daily production increased from 26.57mn barrels in 

Jan to 26.81mn barrels in Apr, further stabilizing the market. 
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Exhibit 5：OPEC Daily Crude Oil Production 
(mn barrels) 

Exhibit 6：US Daily Crude Oil Production 
(mn barrels)  

  

Source(s)：OPEC, US DOE, Bloomberg, and ABCI Securities  

 

Following the FOMC meeting from Apr 30 to May 1, the Fed kept interest rates unchanged, 

as expected by the market, and announced plans to significantly slow down its balance sheet 

reduction starting in June. This indicates a shift away from tighter monetary policies, beginning 

with a decrease in the rate at which it reduces its balance sheet. From Jun, the Fed will lower its 

monthly reduction of US Treasuries from US$ 60bn to US$ 25bn, reducing the selling pressure 

by US$ 35bn each month. 

After this announcement, the market now expects reduced selling pressure on US 

Treasuries in the secondary market, leading to a rise in Treasury prices and a drop in yields. 

Consequently, US Treasury yields will likely become more sensitive to changes in the supply 

rate in the primary market, which reflects the pace at which the US government is increasing its 

debt. 
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Exhibit 7: Trend in the Fed’s Asset Size (US$ bn) 

The Fed's reduction in asset size involves continuously selling off its held bonds, which 
increases the supply of bonds in the secondary market. This tends to exert downward 
pressure on bond prices or upward pressure on bond yields. From the end of last year to today 
(May 1), the Fed has reduced its asset size by US$ 267.7bn 

 

Source (s): the Fed, Bloomberg, ABCI Securities 

 

Exhibit 8: Trend in US Debt Balance (US$ bn) 

US debt balance continues to rise, indicating that the government is continuously issuing 
more bonds in the primary market. This increase in bond supply in the primary market tends to 
put downward pressure on bond prices or upward pressure on bond yields. From the end of 
last year to today (May 1), the US debt balance has increased by US$ 556.8bn 

 
Source (s): the Fed, Bloomberg, ABCI Securities 
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