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Market Comment 
 

U.S. Stock Market Plunge Hit Global Stock Market  
 

De-risking mode on; HK stocks may see good entry point on volatility 

We expect market sentiment to remain weak in the near term after S&P 500’s 

biggest single day drop in 6 years. Global capital market turned on de-risking 

mode with funds seeking safe havens in treasury and gold. We expect US 

stocks to remain weak with its very stretched valuation and we expect global 

volatility to increase in 2018. However, overall emerging market stocks may 

outperform US stocks in 2018 due to cheaper valuation and faster growth.   

Hong Kong stocks are measured by HSI with a TTM PE of 15x  and HKCEI with 

a TTM PE of 10.53x. While US portfolio inflows maybe weakened, southbound 

inflows from Stock Connect may come to offset this. Short-term volatility may 

present good entry point. Watch out for Chinese New Year when Stock Connect 

is closed (13-21 Feb). Offshore Chinese high yield bond market is unlikely to 

see large scale selloff due to limited liquidity. However, we see risks of 

increasing supply due to the cleanup on non-standard credit in China. 

 
U.S. stocks tumbles on inflation expectation & stretched valuation 

U.S stock tumbled on Monday and hit global stock market. We believe this is a 

long-waited de-rating on revived inflation expectation instead of stock market 

crisis. Some data support high inflation expectations 1) higher wages growth 

expectation; 2) job report supports inflation expectation and 3) rising interest 

rates ahead. In addition, the valuation of U.S. Stock market has reached a very 

stretched level. PE ratio of the S&P 500 is 23x in Jan-18 compared with 17.5x 

of October 2007 when the stock hit the peak during that time. In the last 5 

trading days, healthcare and energy sector has fallen the most, by 10.0% and 

10.9%, respectively. The stock market sentiment is quite weak after the plunge 

last Friday. We believe U.S. ETF funds’ selloff pushed the fall quicker on 

Monday.   

Impact on Hong Kong Stock market 

The global stock selloff may trigger US and Europe investors to take profit on 

the liquid HK stock market, given the rally in 2017. On the other hand, 

southbound inflows through Stock Connect program may come to offset this. 

We see a total of HK$ 10.5bn net buying on Monday and HK$ 8bn on Tuesday, 

which is 2x as average net buying amount of last 20 days. Compared with U.S 

stock market and China A-share valuation of Hong Kong stock market is 

relatively low.  We believe Southbound inflow will keep looking for stocks with 

lower-than-A-share valuation and solid fundamentals. However, Stock Connect 

will be closed during the CNY holidays which could be a good entry point should 

HK stocks tumble.   

Impact on Offshore US dollar bond market 

Chinese high yield dollar bonds are marked down but transactions are not 

active. We believe the market is still holding a wait-and-see attitude on IG 

market and cutting risky names to increase cash on hands. We highlight the 

risks of potentially higher supplies in 2018. We suggest short-dated paper will 

be more defensive as UST curve is expected to steepen with higher inflation 

expectation.  
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Figure 1: US index dropped the most significantly in 
last several days  

 Figure 2: Health care and energy sectors suffered the 
most in S&P500  

 

 

 

Source: Bloomberg, AMTD Research  
Note: As of 5 Feb 2018, EST 

 Source: Bloomberg, ATD Research  
Note: As of 5 Feb 2018, EST 

 

Figure 3: Continuing and strong money inflow from north through Stock Connect 

 

Source: Wind; AMTD Fixed Income Research 

Note: As of 5 Feb, 2018, EST 

 



February 6, 2018                                                                                                    
 

AMTD Equity Research           3 

IMPORTANT DISCLOSURES 

Analyst Certification 

We, Donald Yu, Max Liang and Michelle Li, hereby certify that (i) all of the views expressed in this research report reflect 
accurately our personal views about the subject company or companies and its or their securities; and (ii) no part of our 
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed by us in this 
research report, nor is it tied to any specific investment banking transactions performed by AMTD Global Markets Limited.  

AMTD Global Markets Limited 
Address: 23/F & 25/F, Nexxus Building, No. 41 Connaught Road Central, Central, Hong Kong    
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GENERAL DISCLOSURES 

The research report is prepared by AMTD Global Markets Limited (“AMTD”) and is distributed to its selected clients. 
 
This research report provides general information only and is not to be construed as an offer to sell or a solicitation of an offer 
to buy any security in any jurisdiction where such offer or solicitation would be illegal. It does not (i) constitute a personal advice 
or recommendation, including but not limited to accounting, legal or tax advice, or investment recommendations; or (ii) take into 
account any specific clients’ particular needs, investment objectives and financial situation. AMTD does not act as an adviser 
and it accepts no fiduciary responsibility or liability for any financial or other consequences. This research report should not be 
taken in substitution for judgment to be exercised by clients. Clients should consider if any information, advice or 
recommendation in this research report is suitable for their particular circumstances and seek legal or professional advice, if 
appropriate.  
 
This research report is based on information from sources that we considered reliable. We do not warrant its completeness or 
accuracy except with respect to any disclosures relative to AMTD and/or its affiliates. The value or price of investments referred 
to in this research report and the return from them may fluctuate. Past performance is not reliable indicator to future performance. 

Future returns are not guaranteed and a loss of original capital may occur.  
 
The facts, estimates, opinions, forecasts and any other information contained in the research report are as of the date hereof 
and are subject to change without prior notification. AMTD, its group companies, or any of its or their directors or employees 
(“AMTD Group”) do not represent or warrant, expressly or impliedly, that the information contained in the research report is 
correct, accurate or complete and it should not be relied upon. AMTD Group will accept no responsibilities or liabilities 
whatsoever for any use of or reliance upon the research report and its contents. 
 

This research report may contain information from third parties, such as credit ratings from credit ratings agencies. The 
reproduction and redistribution of the third party content in any form by any means is forbidden except with prior written consent 
from the relevant third party. Third party content providers do not guarantee the timeliness, completeness, accuracy or 
availability of any information. They are not responsible for any errors or omissions, regardless of the cause, or for the results 
obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not 
limited to, any warranties of merchantability of fitness for a particular purpose or use. Third party content providers shall  not be 
liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, 
legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content. Credit 

ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They 
do not address the suitability of securities for investment purposes, and should not be relied on as investment advice.  
 
To the extent allowed by relevant and applicable law and/or regulation: (i) AMTD, and/or its directors and employees may deal 
as principal or agent, or buy or sell, or have long or short positions in, the securities or other instruments based thereon,  of 
issuers or securities mentioned herein; (ii) AMTD may take part or make investment in financing transactions with, or provide 
other services to or solicit business from issuer(s) of the securities mentioned in the research report; (iii) AMTD may make a 
market in the securities in respect of the issuer mentioned in the research report; (iv) AMTD may have served as manager or 
co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the entities 
mentioned in this research report or may be providing, or have provided within the previous 12 months, other investment banking 
services, or investment services in relation to the investment concerned or a related investment.  
 
AMTD controls information flow and manages conflicts of interest through its compliance policies and procedures (such as, 
Chinese Wall maintenance and staff dealing monitoring). 
 
The research report is strictly confidential to the recipient. No part of this research report may be reproduced or 
redistributed in any form by any means to any other person without the prior written consent of AMTD Global Markets 

Limited.  


