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Analyst Express 

A-share Market Strategy Thematic: Watch for the “four major 
effects” from the comeback of severe energy conservation 
and emission reduction efforts 

 The energy conservation and emission reduction (ECER) targets for the “11th 
Five-Year” were successfully fulfilled, but the rush to meet the targets left material 
negative impacts. During the “11th Five-Year”, China over-fulfilled the emission 
reduction targets but fell slightly short of the energy conservation plan. In order to 
ensure accomplishment of the targets, the local governments adopted multiple 
administrative measures (such as power rationing, production restriction, 
mandatory closure of enterprises or even comprehensive suspension of power 
supply to the electricity consumers including the households), which caused 
negative impact on the macroeconomic operation and the residents’ living. 

 Annual assessment of the ECER performance bears critical importance at the 
current moment. The ECER targets for 2011 include: reducing the energy 
consumption per unit of GDP by 3.5%, lowering the carbon dioxide emission 
intensity by approximately 3.5% and slashing the emission of four major pollutants 
(i.e. sulfur dioxide, COD, ammonia nitrogen and nitric oxide) each by 1.5%. 
Although the central government announces the annual ECER indicators every 
year, we believe the significance of this year’s ECER target is quite different from 
that of the previous years under the backdrop of “new political championships”: 
fulfilment of the annual targets are more compulsory due to lessons learnt from the 
end of the “11th Five-Year”; as the term of this government session approaches an 
end, it becomes imperative to fulfil the ECER targets and present it as a major 
political achievement; and the central and local governments reach further 
consensus on the transformation of economic structure and the assessment of 
local governments will become increasingly stringent. 

 Policies tolerate a slower GDP growth rate as a result of the ECER efforts. 
Supposing the energy consumption per unit of GDP is reduced by 3.5% in 2011E, 
the growth rate of industrial value added in the same year may slip to a low level of 
around 9.58% and the GDP growth rate may drop to around 9.01%. Even if the 
economic growth will be undermined, the government’s determination to step up 
efforts on ECER is unshakable. Recent meetings of the CPC Political Bureau and 
the NDRC both regard the ECER as one of their top priorities in 2H11E. The 
confidence of the government lies in the not low growth rate and the stable 
employment condition. Moreover, the economic slowdown extent accepted by the 
decision makers is also enhancing. 

 New requirements on the ECER for 2011E and the “12th Five-Year”. On one hand, 
the Ministry of Industry and Information Technology (MIIT) published four binding 
indices for the industrial ECER during the “12th Five-Year” and in 2011, which come 
out slightly stricter than requirements of the “12th Five-Year Plan”. On the other 
hand, the MIIT unveiled the name list of industrial enterprises subject to elimination 
of obsolete capacities in 2011, which involves 2255 enterprises in 18 industries. By 
sectors, the obsolete capacity elimination tasks for the cement, steel, iron and 
coking industries all exceed 10mn tonnes (the quota for the cement industry is 
more than 150mn tonnes); and by province, the respective targets for Hebei, 
Shanxi, Liaoning, Zhejiang, Shandong, Henan and Sichuan surpass 10mn tonnes. 
The energy conservation pressure in the abovementioned industries and 
provinces/municipalities remains relatively grave. 

 

Principal Market Indices 

Change % 
Index Close 

1-d 5-d YTD

CSI 300 2756.11 -0.83 -2.8 -12 

S&P/CITIC300 2320.81 -0.80 -2.9 -13 

S&P/CITIC 50 1876.65 -0.71 -2.1 -9 

Shanghai Composite 2498.94 -0.68 -2.2 -11 

Hang Seng Index 19912.82 -0.67 -3.3 -14 

H-share index 10499.89 -0.43 -3.9 -17 

Red Chip 3898.06 -0.33 -3.8 -7 

Nikkei 225 8793.12 0.34 -3.0 -14 

Dow Jones  11295.81 -1.04 -2.7 -2 

S&P 500 1185.90 -1.06 -2.7 -6 

Nasdaq 2529.14 -0.78 -2.0 -5 

DAX 5408.46 0.05 -5.6 -22 

CAC 3085.83 0.41 -5.5 -19 

FTSE 100 5340.38 0.41 -1.4 -9 

BDI 1782.00 2.18 6.0 1 

 

Major mercantile futures 

Change % 
Futures 

Close 
(USD) 1-d 5-d YTD

NYME Oil 89.05 -0.32 0.1 -3 

NYME Gold 1857.50 2.20 1.4 31 

LME Copper 9100.00 0.24 -0.4 -6 

LME Aluminum 2390.25 0.63 -1.5 -3 

LME Zinc 2251.00 0.49 0.5 -8 

Spot silver 42.31 1.76 1.8 37 

Corn futures 734.00 -1.87 -4.4 17 

Soybean futures 1418.25 -0.18 -2.7 1 

Wheat futures 738.00 -1.80 -6.8 -7 

Cotton futures 113.63 2.98 7.4 -22 
Rough rice 
futures 17.83 -1.76 -0.6 25 

Sugar 28.73 1.13 -3.2 -11 

Major foreign exchanges 

Change % 
FX Close 

1-D 5-D YTD

USD index 76.24 1.02 2.4 -4 

USD-RMB 6.38 -0.20 0.0 -3 

USD-JPY 77.46 0.17 0.9 -5 

EUR-USD 1.39 -0.92 -2.5 4 

GBP-USD 1.60 0.28 -1.1 3 

Major stock index futures in China 

Futures Chg% Basis Position
Chn in 

position 

IF1108 -0.42 6.30 30845 -2301

IF1109 -0.50 10.89 6197 769

IF1112 -0.47 23.30 3465 54

IF1203 -0.45 54.30 516 10
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This research report is for information purposes only and should not be construed as an offer to sell or the solicitation of an offer to buy or sell any 

securities in any jurisdiction. The securities referred to in this research report may not be eligible for sale in some jurisdictions. The information contained in 
this research report has been compiled by CITIC Securities Brokerage (HK) Limited ("CSBHK") from sources that it believes to be reliable and (subject to 
the next paragraph) the opinions, analysis, forecasts, projections and expectations contained in this research report are based on such information and are 
expressions of belief only and no representation, warranty or guarantee is made or given by CSBHK or any other person as to its accuracy or 
completeness. All opinions and estimates expressed in this research report are (unless otherwise indicated) entirely those of CSBHK as of the date of this 
research report only and are subject to change without notice. Such opinions and estimates may be different from or contrary to the opinions presented by 
the other business departments, units or affiliates of CSBHK, as different assumptions and standards, different views and analytical methods may be 
adopted in the preparation of such other materials, and CSBHK is under no obligation to bring such other materials to the attention of any recipient of this 
research report.  Neither CSBHK nor its holding companies and affiliates accept any liability a whatsoever for any direct or consequential loss arising from 
any use of material contained in this research report or otherwise arising in connection therewith.  

Any investment referred to herein may involve significant risk, may be illiquid and may not be suitable for all investors. The value of or income from any 
investment referred to herein may fluctuate and be affected by changes in exchange rates. Past performance is not indicative of future results. This 
research report does not take into account the investment objectives, financial situation or particular needs of any particular person. Investors are expected 
to make their own investment decision without relying on this publication. Before entering into any transactions in any securities referred to in this research 
report, investors should consider their own individual investment objectives and financial situation and seek professional financial, tax and legal advice, as 
necessary. 

If this research report is being distributed by a financial institution other than CSBHK or its affiliates, that financial institution is solely responsible for its 
distribution.  Clients of that institution should contact that institution to effect a transaction in the securities mentioned in this research report or if they 
require further information.  This research report does not constitute investment advice by CSBHK to the clients of the distributing financial institution, and 
neither CSBHK, its holding companies, its affiliates, and their respective officers, directors and employees accept any liability whatsoever for any direct or 
consequential loss arising from their use of this research report or its content. 

This research report is strictly confidential to the recipient and is not intended for persons in places where the distribution or publication of this research 
report is not permitted under the applicable laws or regulations of such places. 

This research report may not be reproduced, distributed or published by any person for any purpose without the prior written consent of CSBHK. All 
rights are reserved.  
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 The research analysts primarily responsible for the preparation of all or part of this research report hereby certify that: (i) the views expressed in this 

research report accurately reflect the personal views of each such analyst about the subject securities and issuers; and (ii) no part of the analyst's 
compensation was, is, or will be directly or indirectly, related to the specific recommendations or views expressed in this research report.  

 This research report has been produced in its entirety by CSBHK (CE Number: AAE879, regulated by the Securities and Futures Commission in 
Hong Kong). This research report is being distributed in the United States by CSBHK pursuant to Rule 15a-6(a)(2) under the U.S. Securities 
Exchange Act of 1934 exclusively to "major U.S. institutional investors" as defined in Rule 15a-6 and the SEC no-action letters thereunder.  

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in 
relation to securities have no disclosable financial interests in the stocks reviewed in this research report. 

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in 
relation to securities have not received compensation from or mandates for investment banking services in the past 12 months from listed 
corporations whose stocks are being reviewed by CSBHK in this research report 

 CSBHK and each its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in 
relation to securities do not have an individual employed by or associated with them serving as an officer of a listed corporation whose stocks are 
being reviewed by CSBHK in this research report 

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in 
relation to securities are not market makers in the stocks reviewed by CSBHK in this research report. 

 Further information on the securities discussed in this research report is available upon request. 

Investment rating system 
Performance of stock or sector relative to MSCI-China over next 6 months after research publications 

  Rating Remark 

Buy Relative performance over MSCI-China Index >20% 

Overweight Relative performance over MSCI-China Index 5% ~ 20% 

Hold Relative performance over MSCI-China Index -10% ~ 5% 

Sell Relative performance over MSCI-China Index > -10% 

Stock rating 

NR Not rated 

Outperform Relative performance over MSCI-China Index >10% 

Neutral Relative performance over MSCI-China Index -10% ~10% Sector rating 

Underperform Relative performance over MSCI-China Index > -10% 

 
地址: 香港中环 Address: 26/F CITIC Tower 

 添美道 1 号  1 Tim Mei Avenue 

 中信大厦 26 楼  Central, Hong Kong 

电话： (852) 2237 9250 Tel: (852) 2237 9250 

传真： (852) 2104 6580 Fax: (852) 2104 6580 

电邮: hkresearch@citics.com.hk Email hkresearch@citics.com.hk 

网址： http://www.citics.com.hk Website: http://www.citics.com.hk 

 




