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SECTOR UPDATE 

Commodities – China 
Weekly: Signs Of Economic Stabilisation From Improving CPI/Credit Data 
Metal prices have been boosted by China’s Aug 23 CPI figures which have returned to 
positive territory, paring some of the losses last week given the strength of the US 
dollar. Iron ore prices corrected last week as Chinese authorities stepped up 
intervention and warned futures brokers not to hype up iron ore prices. Steel production 
activities expand further as steel mills anticipate consumption to pick up further. 
Cement shipments continue to recover as weather conditions improve, but rising coal 
prices are eroding margins. 

WHAT’S NEW 
• Metals (maintain MARKET WEIGHT): Improving CPI and credit data bolstered confidence. 

- Copper prices rallied yesterday, boosted by China’s improving Aug 23 CPI data at +0.1% 
yoy, returning to positive territory while the decline of PPI has also slowed to -3.0% yoy (Jul 
23: -4.4% yoy). China’s Aug 23’s aggregate financing has also beat expectations at 
Rmb3,120b (consensus: Rmb2,690b), indicating improving credit demand after a series of 
steps was taken to stabilise the economy. 

- COMEX gold/LME copper three-month futures were down 1.2%/3.0% wow to US$1,925 
per t oz/US$8,243 per mt, largely dragged by the strength in USD where USD index had hit 
the highest level last week since Mar 23. Market weighed on the possibility of the Fed 
maintaining interest rate at the current level for longer given the better-than-expected 
labour market (six-month low initial jobless claims) and ISM non-manufacturing PMI (54.5 
vs consensus 52.5). 

- According to CME FedWatch Tool, the market has priced in 93.0% odds of the Fed 
maintaining interest rate at 5.25-5.50% in Sep 23 and 45.2% odds of cutting interest rate in 
May 24, deferring from the previously expected Mar 24. 

- The focus this week will be on the US’ CPI data releasing on 13 September with consensus 
looking at +3.6% yoy. 
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MARKET WEIGHT 
(Maintained) 
 
SECTOR PICKS 

Company Rec 
Target Price 

(HK$) 
Share Price 

(HK$) 

Anhui Conch BUY 28.30 21.65 

Source: UOB Kay Hian 

METALS – YTD PRICE PERFORMANCE 
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STEEL – YTD PRICE PERFORMANCE 
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PEER COMPARISON  
Company Ticker Rec Price @ Target Upside/ (Downside) Market ------------ PE ----------- ----------- P/B ----------- ------- EV/EBITDA -----

11 Sep 23 Price to TP Cap 2023F 2024F 2023F 2024F 2023F 2024F ROE 
(lcy) (lcy) (%) (lcy m) (x) (x) (x) (x) (x) (x) (%) 

Anhui Conch 914 HK BUY 21.65 28.30 30.7 139,051.9 9.0 8.3 0.6 0.5 8.2 7.3 6.4 
Baosteel 600019 CH BUY 6.21 7.10 14.3 138,248.3 13.3 9.9 0.7 0.7 5.6 4.8 5.2 
CR Cement 1313 HK HOLD 2.39 3.10 29.7 16,689.2 8.8 6.9 0.3 0.3 7.2 5.9 3.8 
Zijin Mining 2899 HK BUY 12.78 15.00 17.4 360,682.2 13.5 11.5 2.9 2.5 10.8 9.5 23.7 

Source: Bloomberg, UOB Kay Hian 
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• Steel (maintain UNDERWEIGHT): Chinese authorities investigated irrational iron ore price 
movement. 
- Iron ore prices corrected as authorities stepped up intervention. On 7 August, 

National Development and Reform Commission and China Securities Regulatory 
Commission summoned iron ore futures brokers to discuss the recent iron ore price 
movement; participants were told not to hype up iron ore prices during the meeting. SGX 
iron ore closed at US$113.33 (-0.6% wow), but was still +14.1% mom. Domestic spot 
prices of rebar/hot-rolled coil steel (HRC)/cold-rolled coil steel (CRC) saw wow changes of 
+0.2%/-0.8%/+0.1%. 
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- Strong steel prices driving margin recovery. The recent rebound in steel prices has 
helped support the margins of long products. Weekly average of HRC steel-raw materials 
spread was up 1.2% wow. Robust steel production continued dragging margins, and 
Mysteel’s survey indicated that 45.0% of steel mills are currently profit-making (-0.45 ppt 
wow), dragged by the robust production activities. 

- Ramping up production as peak consumption season is approaching. The blast 
furnace capacity utilisation rate of 247 domestic steel mills has expanded again to 92.76% 
(+0.49ppt wow) while the weekly average daily molten iron production has also hit another 
record high of the year at 2.4824m tonnes (+0.5% wow). However, weekly output of five 
major steel products has slowed to 9.224m tonnes (-0.8% wow) this week. 

- Inventory down for fourth consecutive week; apparent consumption picking up. 
Overall steel inventory based on Mysteel’s survey was down 1.37% wow to 16.16m tonnes 
(+2.0% yoy), down for the fourth consecutive week. Steel apparent consumption continued 
growing last week, up 1.2% wow to 9.449m tonnes, driven by the 5.2%/6.2% wow increase 
in consumption of rebar/CRC. However, rebar consumption was still 12.4% yoy lower 
whereas CRC/steel plate demand remained resilient at +7.6%/+7.2% yoy. 

  

 

INVENTORY OF FIVE MAJOR STEEL PRODUCTS 
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• Cement (maintain MARKET WEIGHT): Shipment picking up as weather condition improves.
- Cement prices still finding footing. National average PO42.5 cement prices (bulk) were 

last reported at Rmb353.50 per tonne, down 0.28% wow. Average cement prices for the 
eastern/central/southern regions saw changes of -0.41%/-1.0%/flat wow. Cement-coal 
spread has narrowed slightly to Rmb254.18 per tonne (-0.2% wow/-7.1% yoy), largely due 
to the rebound of Q5000 QHD thermal coal prices in recent weeks (+8.4% since mid-Aug 
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23). 
 

AVERAGE CEMENT PRICES – EAST   AVERAGE CEMENT PRICES – CENTRAL-SOUTH CEMENT-COAL SPREAD 
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- Shipment recovered by 3% wow; southern region demand dragged by typhoon.
According to 100NJZ’s survey conducted on 250 cement enterprises, weekly cement 
shipment volume for the week of 30 Aug-5 Sep 23 was 5.7315m tonnes (+3.0% wow, -
28.1% yoy). By region, the eastern/central/southern regions’ shipment volume was 
+0.66%/+9.49%/-2.67% wow (-36.20%/-28.57%/-37.01% yoy) respectively. Shipment for 
infrastructure projects was 2.22m tonnes (+3.26% wow/-8.26% yoy), remaining as the key 
demand pillar. 

- Rising inventory pressure amid recovering output. Based on 100NJZ’s survey on 274 
cement enterprises, clinker production capacity utilisation rebounded to 56.8% last week 
(+4.48ppt wow). National average cement storage capacity ratio was up 0.1ppt wow to 
75.4%. Inventory level for central-south China regions, particularly Fujian and Guangdong, 
was up 0.7ppt to 77.4% as demand was deterred by typhoons. 
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ESSENTIALS 
• We maintain MARKET WEIGHT on the cement sector. We expect construction activities to

continue to normalise in the following weeks as the weather condition improves. However, 
construction progress of infrastructure projects would largely still hinge on the pace of local 
government special purpose bond (LGSB) issuance, of which the utilisation of annual quota 
was slower than the previous year. Local governments were asked to complete the issuance 
by end-Sep 23 and fund disbursement should be completed by end-Oct 23; infrastructure 
projects’ constructions should gain traction by then. 

• We maintain UNDERWEIGHT on the steel sector. The recent policy easing has lifted 
market sentiment. Apparent consumption since mid-Aug 23 has been encouraging, which 
saw steel products’ inventory trending down for fourth consecutive weeks and maintaining at 
reasonable levels. We are hopeful on downstream consumption as we enter the traditional 
peak season, which coupled with the potential production curbs, should result in 
fundamentals continuing to improve in the following weeks.  
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
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This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
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