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SECTOR UPDATE
Property — China
New Homes Sales Rebound In Key Cities; Assessing Impact Of Evergrande Event

China’s easing of the mortgage policy has effectively boosted new home transactions in
Tier 1 cities and core Tier 2 cities. We expect further improvement of markets
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empowered by continuous policy easing. Investigation into Evergrande came as a Company  Ticker Rec (HK$) (HK$)
negative surprise. Very likely to fail on debt restructuring, Evergrande has a good CRLAND  1109HK  BUY 30.70 47.48
chance of undergoing bankruptcy reorganisation. Binjiang and Longfor will remain cou 688 HK BUY 15.62 25.86
resilient under short-term impact from Evergrande. Maintain MARKET WEIGHT. Source: UOB Kay Hian
WHAT’S NEW
e China Real Estate Index System (CREIS) released sales data for the week of
18-24 Sep 23.
o Evergrande’s offshore debt restructuring halted due to investigation by local authorities.
ESSENTIALS
o Easing of mortgage policy continues to boost secondary home transactions in
Tier 1 cities. In the week of 18-24 September, the number of second-hand home units
transacted in Beijing/Shanghai/Guangzhou/Shenzhen recorded wow growth of
6%/4%/9%/0% respectively, and mom growths of 46%/30%/25%/14% respectively. New
home transactions continuously increased; the number of new home units transacted in
Beijing/Shanghai /Guangzhou/Shenzhen recorded wow growth of 136%/139%/0%/8% and
mom growth of 96%/40%/17%/-37% respectively. Beijing and Shanghai showed a resilient
rebound in new home transactions.
FIRST-TIER CITIES MARKET SENTIMENT FOR SEP (18-24 SEPTEMBER)
---------------- No. of new home sold No. of 2nd hand home sold --------------
BJ SH Gz SZ BJ SH Gz SZ
18-24 Sep 2457 3,955 1108 661 3,713 4,381 2,325 888
- wow 136% 139% 0% 8% 6% 4% 9% 0%
- mom 96% 40% 17% -37% 46% 30% 25% 14%
- yoy 41% 1% -42% -32% 6% 5% 17% 105%
11-17 Sep 1042 1,652 1109 613 3,490 4,209 2,129 892
- Wow 24% 10% 31% 22% 26% 1% 13% 10%
- mom 1% -39% 19% -10% 40% 25% 7% 15%
- yoy 44% -52% -19% -22% 28% 1% 27% 106%
4-10 Sep 843 1,507 845 502 2,780 4,163 1,877 591
- wow 18% -49% -8% 6% 3% 35% 4% 23%
- mom 1% -11% 1% -23% 23% 44% 1% 8%
- yoy 52% -49% -12% -47% 22% -8% 21% 62%
Source: Local government housing bureau, UOB Kay Hian
o New home sales rebound in Sep 23. According to CREIS, sales in Tier 1 cities increased
79.2% wow and decreased 4.6% yoy. Sales in Tier 2 cities jumped 10.3% wow and
dropped 46.2% yoy. Sales in Tier 3 and 4 cities grew 28.8% wow and fell 37.5% yoy. The
average weekly sales of new homes in 50 cities in Sep 23 rose 10.9% mom and declined
29.6% yoy. The top 10 cities with mom increases were: Kunshan (116%), Xuzhou (102%), ANALYST(S)
Yantai (87%), Changsha (76%), Dongguan (66%), Shenyang (+65%), Xi’'an (36%), Beijing  Jieqi Liu
(33%), Lanzhou (32%), Shanghai (28%). ;g;ﬁﬁg@ii gsfyfﬂan_com_hk
Damon Shen
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PEER COMPARISON
Price@ Target Upside/(Downside) Market PE P/B Yield
Company Ticker Rec  26Sep23 Price to TP Cap 2022F  2023F 2022F 2023F 2022F  2023F
(HK$) (HK$) (%) (HK$m) ) ) ) ) (%) (%)
China Resources Land 1109 HK  BUY 30.70 47.48 54.7 2189198 7.6 75 0.8 0.7 49 5.0
China Overseas Land 688 HK  BUY 15.62 25.86 65.6 170,959.1 65 5.9 0.5 04 49 5.0

Source: Bloomberg, UOB Kay Hian. .
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» Investigation into Evergrande came as a negative surprise. On 18 September, senior
management of Evergrande's wealth management unit was detained by police in
Shenzhen. As announced by Evergrande on 22 and 24 September: a) Evergrande
cancelled the meetings on debt restructuring on 25 and 26 September respectively; and b)
in view of Hengda Real Estate Group being investigated, Evergrande is unable to meet the
qualifications for the issuance of new notes under the rules of CSRC and NDRC. On 25
September, as reported by Caixin, Evergrande’s CEO and CFO were detained by the
authorities. The investigation and suspension of debt restructuring came as an unexpected
negative event to the China property sector.

What’s next for Evergrande? Very likely to fail on debt restructuring and with negative
equity, Evergrande may go into bankruptcy, which includes bankruptcy reorganisation and
bankruptcy liquidation. Bankruptcy liquidation is the worst-case scenario: as a) Evergrande
will no longer exist, and b) all the debts, which amounts to Rmb2.4t will be immediately
marked to zero, leading to huge P/L losses at financial institutions. As the company’s sold
but uncompleted units will pose a risk to social stability, there is a good chance that
Evergrande will likely seek bankruptcy reorganisation, ie following the path of Hainan
Airlines. However, Evergrande will need government assistance and a new strategic
shareholder. Recent investigation into Evergrande may help clear the way for government
intervention.

Hit sentiment on POE developers in the short term. The Evergrande crisis again clouded
the future of POEs. We think the sentiment of home buyers as well as investors on POE
developers will be weakened in the short term. To assess developers’ resilience in a
tightened financing and sales environment, we looked at the following indicators: a)
adjusted cash to short-term debt ratio with puttable bonds included in debt maturity, b) net
debt to attributable equity ratio, c) account payable to cash ratio, and d) estimated monthly
construction cost to sales ratio. Among the major POEs, Binjiang has the highest score,
followed by Longfor, while CGH, SEAZEN and Agile are in a much weaker financial
condition. After all, we do not expect more developers to be investigated as this will
damage confidence in the property industry that the government is trying hard to build.

KEY FINANCIAL METRICS OF DEVELOPERS

Estimated
Adjusted Net Debt Ratio of Monthly Total
Cash to Cash to Net Ratio Account  Construction  Score (the
Short Term  Short Term  Gearing  (attributabl Payable to Costto Sales higher the

1H23 Debt Ratio  Debt Ratio Ratio e equity) Cash Ratio better)
coLl 2.38 2.38 39.0% 0.38 0.49 0.05 70
BINJIANG 2.07 1.95 85.9% 0.52 0.17 0.09 65
YUEXIU 2.54 2.54 77.0% 1.26 0.05 0.15 57
CRLAND 2.16 2.16 31.9% 0.39 0.62 0.15 57
GEMDALE 1.13 0.95 56.6% 0.97 0.54 0.11 45
CMSK 1.72 1.72 53.6% 1.30 0.52 0.10 48
LONGFOR 1.85 1.68 56.2% 0.94 0.97 0.18 40
CHINA VANKE 244 2.37 37.3% 0.82 2.16 0.22 42
POLY 2.38 2.20 64.7% 1.05 0.96 0.20 42
GREENTOWN 2.16 1.69 74.5% 211 0.66 0.17 36
CHINA JINMAO 1.29 1.29 81.6% 2.27 1.20 0.11 30
CGH 0.93 0.85 56.2% 1.01 2.00 0.73 25
SEAZEN 0.77 0.77 52.3% 0.82 1.98 0.73 29
AGILE 0.32 0.31 62.7% 1.39 3.24 0.22 15
Source: Respective companies, UOB Kay Hian
ACTIONS

¢ Maintain MARKET WEIGHT on China’s property sector. On 26 September, Chengdu
announced the lifting of purchase curbs on properties 144sqm and above by no longer
conducting qualification reviews of home buyers, which is a surprise. We expect more core
Tier 2 cities like Hangzhou to follow suit. The relaxation of purchase restrictions in Chengdu
reflects the government's strong willingness to support the market. China's real estate
industry is in a period characterised by policy easing and deteriorating fundamentals, thus we
expect range trading of the sector. Evergrande's recent crisis offers a good buying
opportunity for other quality names. Our top picks remain COLI and CR Land.
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CBRC asked major banks to check their exposure to
Wanda/Hainan Airlines Group/Fosun

Hainan Airlines found it difficult to pay its bill with
China Aviation Oil Corporation

Hainan Airlines sold Rmb300b of assets
Chairman Wangjian passed away

Hainan Airlines default on 16HA02 Bond

Meilan Airport defaulted on US$200m US$ bond

The Hainan Provincial Government took the lead
in establishing the Hainan Joint Working Group
to promote the group's risk management work

After the working group was established, all loans
were extended or interest rates were suspended.

After the working group moved in, it
comprehensively investigated the assets and
liabilities and determined that HNA's assets were
insolvent.

Working group made preliminary plan of
reorganization

Hainan Airlines published reorganisation plan and
debt repayment arrangement

HNA Group announced that the bondholders applied
to the court for bankruptcy reorganisation of the
group

CSRC and the Supreme People's Court approved
HNA's bankruptcy and reorganisation plan

HNA and Meilan Airport respectively introduced
Fangda Group and Haifa Holdings as strategic
investors

Source: Caixin, UOB Kay Hian
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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
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(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
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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.
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