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SECTOR UPDATE

Property — Hong Kong

Limited Downside Risks To Property Price in Near Term; Watch For Policy Support
For Hong Kong Tourism

The cooling of primary transactions, ie 1,400 units sold in May, is within our
expectations. CCL is returning to a downward trend, while CRI is back on an upward
trend, supporting rental yields. March and April saw worse-than-expected declines in
Hong Kong's retail sales. Hong Kong’s property prices may see support from: a)

improved liquidity in the mainland; and b) the upcoming peak season of leasing.
Continue to watch for policy catalysts for landlords. Top picks: SHKP and Wharf REIC.

WHAT’S NEW
o Market data shows primary transaction volume came in at around 1,400 units in May.
¢ According to the government, Hong Kong's retail sales dropped 14.7% yoy in March.
ESSENTIALS

o The cooling of primary transactions is within our expectations. In May, the primary
market recorded approximately 1,400 units transactions (vs about 4,200 in March and about
1,800 in April), which is within our expectation of 1,200-1,700 units. As we had expected
earlier, further delays in US interest rate cuts will weigh on the recovery of property sales.

CCL returning to a downward trend. The CCL index has fallen for the fifth consecutive
week to 143.78, driving the ytd decline to 2.3%, in line with our expectation of -2% in 1H24.
The CVI index, which reflects banks’ view of the property market, fell to below 50. On a
positive note, Centaline’s rental index (CRI) rose by 0.47% mom to 117.09 in April, marking
the second consecutive month of increase, which hopefully can further support an overall
rental yield of 3.1%.

* Worse-than-expected decline in Hong Kong's retail sales. In March and April, Hong
Kong’s retail sales dropped by 7% and 14.7% respectively yoy, which was more than the
anticipated +0.9% and -6.3%. The most underperforming categories were clothing &
footwear, as well as gold & jewellery, whereas supermarkets fared relatively better, implying
that the main cause of the retail sales slump could have been the weak tourism spending.
Migration data showed that the yoy growth of mainland visitors to Hong Kong decelerated
sharply to 26% and 6% respectively in March and April. As we are seeing an accelerated yoy
growth in mainland tourists we expect the decline in retail sales to marginally narrow in May.

YOY GROWTH OF HONG KONG RETAIL SALES - BY CATEGORIES
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MARKET WEIGHT

(Maintained)
SECTOR PICKS
Share Price  Target Price

Company Ticker Rec (HK$) (HK$)
SHKP 16 HK BUY 7450 105.05
Wharf REIC 1997 HK  BUY 22.20 31.20
Source: UOB Kay Hian
CCL INDEX VS CVI INDEX
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Food & Clothing, Jewellery,
Beverag footwear Consumer Depart- watchesand  Other
All retail & Super- and allied  durable ment valuable  consumer
outlets Tobacco market Fuel products goods stores gifts goods
Mar 24 1% -11.3% -34% -145%  -16.7% -5.9% -14.1% -16.6% +6.3%
Apr24  -147%  -122%  -3.0% -9.6%  -24.0% -5.2% -21.5% -28.7% -11.7%
Source: Hong Kong Government
PEER COMPARISON
Upside/
Price @ Target (Downside) Market
Company Ticker Rec Current Price Price to TP Cap
31 May 24 (HK$)  (HK$) (%) (HK$ m)
Hysan Development 14 HK BUY 12.24 17.99 470 12,426.8
Sun Hung Kai Properties 16 HK BUY 74.50 105.05 41.0 218,202.9
New World Development 17 HK HOLD 8.45 9.08 75 21,290.7
Wharf Real Estate Investment Co Ltd 1997 HK ~ BUY 22.20 31.20 40.6 68,770.5
Link REIT 823HK  BUY 33.85 44.10 26.3 83,766.1

Source: Bloomberg, UOB Kay Hian
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ACTION DAILY AVERAGE OF MAINLAND TOURISTS TO
¢ Maintain MARKET WEIGHT on Hong Kong’s property sector. HONG KONG
2023 2024 yoy
¢ For Hong Kong developers, we see limited downside risks to property price in 3Q24: a) the  Jan 9,049 96,266 964%
transaction volume of Hong Kong properties is expected to be positively correlated with that ~ Feb 39,573 110,789 180%
0
of Tier 1 and Tier 2 mainland cities, which will be boosted by the recent round of policy 2\";: 32‘;’;2 gggg Zei/f
easing, and b) 3Q is the peak season for leasing transactions, which will positively support ., 75:182 92:439 23%

rental yields. We think an interest rate cut will be the major catalyst for Hong Kong's property gy ce: Hong kong Immigration, UOB Kay Hian

sector. SHKP remains our top pick for its balanced product mix.
CENTA-CITY RENTAL YIELD VS 1M HIBOR

¢ For Hong Kong landlords, the deterioration of Hong Kong's retail sales may trigger further — ,
policy support from the central government, eg an increase in duty-free allowance for .,
mainland tourists. Valuation wise, major landlords are trading at attractive yields. Wharf REIC
remains our top pick, as it will be a key beneficiary of possible policy supports. 5
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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

(i) 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

(i) 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 This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom 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 This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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