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Sales remain strong, but we expect a near-term pullback in stocks

Despite strong sales, we expect a near-term correction of property stocks
after a strong stock rally. Investors could take some profit off the table and
accumulate at lower levels.

Overall sales increased moderately wow. The overall sales of major cities
last week rose modestly by about 10% wow or 8% from last month’s average
weekly sales. The primary cities lagged behind the national market by
recording flat sales wow while the secondary cities outperformed the market.
In particular, the sales in the cities of Yangtze River Delta region were about
10-100% higher than the national average for Mar 09. Despite a 4% decline
wow, Beijing’s sales still surpassed last month’s weekly sales by 33%.

Hangzhou sales subscriptions hit record high. After hitting a record high
in the week before last, Beijing’s sales subscriptions retreated a little.
Nonetheless, on the back of increasing sales launches, Hangzhou saw sales
subscriptions soar 228% wow to 1,547 units, equivalent to 5x the average
weekly subscription over the past three quarters. Meanwhile, Nanjing also
reported 11% growth wow in sales subscriptions. The strong growth in sales
subscriptions indicates contracted sales should stay high in the next couple of
weeks.

Inventories continued to decline over the past three weeks. The housing
inventories of major cities declined 0-7% from those as at end-March.
Average housing inventories in major cities have contracted by 10-17% from
the peak in 4Q08. Nonetheless, the reduction in inventories is likely to slow
down as the number of new unit launches increases in the next couple of
months.

Overall sales expected to remain at high level. We expect sales to remain
strong in April and May on the back of the following: a) increasing sales
launches by developers, b) resilient market sentiment with improved
economic outlook, ¢) and potential stimulus packages introduced by the
government to stimulate domestic consumption and properties.

Despite the strong sales, we expect a near-term pullback in property stocks
after the strong rally of 100% in just one month. We think investors could
take some profit off the table and accumulate at lower levels. Quality private
companies, i.e. Guangzhou R&F (2777 HK), Shimao (813 HK) and Agile
(3383 HK) remain our stock picks in the sector.

Weekly Sales In Major Cities (13-19 Apr)

0,
GFA % change vs

Regions Cities ] wow % weekly av oy %
9 ('000 sqm) Mary09 g yoy
Pan-Bohai Rim Beijing 385 4) 33 183
Tianjin 275 28 1 151
Qingdao 218 65 77 60
Yangtze River Delta  Shanghai 557 6 7 63
Suzhou 200 22 96
Nanjing 204 2 12 117
Hangzhou 141 0 26 163
Ningbo 119 9 22
South China Shenzhen 157 (1) (15) 101
Guangzhou 205 1 (21) 120
Dongguan 127 (11) 2)
Fuzhou 135 43 39
Central China Wuhan 343 22 17 324
Changsha 347 10 (4)
Hefei 228 (20) 9
. Chongging 360 3 (24) 53
Southwest China Chengdu 306 35 20 75

Source: Soufun, UOB Kay Hian
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