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SECTOR UPDATE
Property — China

Fundamentals Of Property Sector Further Weaken, Greater Downward Pressure
On Property Prices

According to the latest NBS data, most major indicators of the property industry
remained weak in Jul 23, with property sales turning negative in 7M23 (-1.5% yoy). For
high frequency data: a) average weekly new home sales of 50 cities in Aug 23 fell 29.5%
yoy, and b) average weekly sales of second-hand homes of 10 cities increased 0.6% yoy.
The land market sentiment weakened in Wuxi. More defaults may lead to broader price
cuts. Detailed supportive policy easing has yet to come. Maintain MARKET WEIGHT.

WHAT’S NEW
» National Bureau of Statistics (NBS) released economic data of Jul 23 on 15 Aug 23.

¢ China Real Estate Index System (CREIS) released sales data for the week of 7-13 Aug
23.

ESSENTIALS

o National property sales remained weak in Jul 23. With property sales declining by 24.1%
yoy in Jul 23, funding sources for developers remained tightened (-21.0% yoy), affecting
all major industry indicators: property investment (-12.2% yoy), new starts (-25.9% yoy),
GFA (-15.5% yoy). Note that the above yoy growth figures are based on NBS’ adjusted
2022 monthly figure. On an unadjusted base, the decline of property investment and
property sales is deeper.

NBS PROPERTY INDUSTRY DATA (1 MEANS IMPROVEMENT MOM/| MEANS DETERIORATION MOM)

Property GFA of GFA of Property  Developers

Yoy growth (%) Investment  New start completion  GFA sold sales ‘funding
On unadiusted Jun-23 -20.6 -31.4 15.2 -28.1 -25.0 219
bas_J_e Jul-23 -17.8 1 -26.5 1 3271 -23.8 1 2411 -21.0 1

7M23 -14.8 -25.1 19.9 -14.9 -7.0 -11.9

Jun-23 -10.3 -30.3 16.3 -18.2 -19.2 215
On adjusted base Jul-23 122 -25.9 1 3311 -155 7 -19.3 | 202 7

7M23 -8.5 245 20.5 6.5 -1.5 -11.2

Source: NBS, UOB Kay Hian

¢ Record-high quarterly decrease in development loan and mortgage loans. Amid the
deterioration in sentiment of the property market, banks are contracting their loan book to
developers and households. Development loans decreased by Rmb200b in 2Q23, which is
the biggest quarterly decline since 2020 (during which concentration management
guidance was introduced to banks. Mortgage loans decreased by Rmb340b in 2Q23, the
largest quarterly decline since data started being available in 2012.

QUARTERLY INCREASE OF DEVELOPMENT LOANS. QUARTERLY INCREASE OF MORTGAGE LOANS
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MARKET WEIGHT

(Maintained)
SECTOR PICKS

Share Price  Target Price
Company  Ticker Rec (HK$) (HK$)
CR land 1109 HK BUY 32.40 47.48
COLI 688 HK BUY 16.78 27.14

Source: UOB Kay Hian

WEEKLY NEW HOME SALES IN 50 MAJOR CITIES
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WEEKLY SECONDARY HOME SALES IN 10 MAJOR
CITIES
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yoy = Quarterly increase of mortgage loans(Rmb 100mn)

Source: NBS, UOB Kay Hian

¢ New-home sales in 50 cities remained weak in August. According to CREIS, new-home
sales volume in 50 major cities increased 2.0% wow and decreased 19.9% yoy during the
second week of August (7-13 Aug 23). Sales volume in Tier 1 cities decreased 11.7% wow
and 29.2% yoy. Sales in Tier 2 cities increased 11.4% wow and decreased 28.2% yoy.
Sales in Tier 3 and 4 cities decreased 2.1% wow and 1.2% yoy. The average weekly sales
of new homes in Aug 23 decreased 12.0% mom and 29.5% yoy.
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PEER COMPARISON
Price @ Target Upside/(Downside) ~ Market = -------- PE ------  ---+--- P|B === - Yield ------
Company Ticker Rec 15 Aug 23 Price to TP Cap 2023F 2024F 2023F 2024F 2023F 2024F
(HKS) (HKS) (%) (HKSm) ()  (x)  (x (x) (%) (%)
China Resources Land Ltd 1109 HK BUY 3240 47.48 46.5 237,460.3 7.5 6.3 0.8 0.7 49 5.9
China Overseas Land 688 HK BUY 16.78 27.14 61.7 188,033.1 6.5 55 0.5 0.4 4.6 55
CIFI Holdings * 884 HK HOLD 0.76 0.77 13 7,913.9 21 2.0 0.1 0.1 164 172
Source: Bloomberg, UOB Kay Hian. .
¢ Second-hand home sales in 10 cities turned positive in August. According to Wind,
weekly sales volume of second-hand homes in the 10 core cities during the second week
of August (7-13 Aug 23) increased 10.4% wow and 4.0% yoy. This is the first time since
Jun 23 that weekly second-hand home sales have exceeded last year’s level. For the 10
core cities, average weekly sales of second-hand homes in Aug 23 decreased 3.1% mom
and increased 0.6% yoy.
¢ Sentiment of land markets diverged in Aug 23. The land premium rate of the fourth round
of land auctions in Wuxi dropped to 0% (all nine land plots were sold at reserve price)
compared with 7.5-9.0% land premium rate in the first two rounds of land auctions this
year. For Beijing, there was a divergence in investment sentiment of two lands plots, with
one reaching top prices and captured by Vanke, and the other sold at reserve price to a
local government financial vehicle (LGFV). For Chengdu, investment sentiment remained
relatively high, with total land transaction value reaching Rmb15.6b, a 7% land premium
rate and seven of the 15 land plots hitting the top price.
CENTRALISED LAND AUCTION RESULTS
Wuxi Chengdu =----==-==s-n==--
1st 2nd 3rd 4th 1st 2nd 3rd 4th
Total Plot 1 9 12 9 34 8 1 15
Transacted Value (Rmb100m) 140 98 118 76 311 94 76 156
Land Premium 75%  9.0%  25% 00% 99% 96% 50% 7.0%
Failed Auction Ratio 00% 0.0%  0.0% 00% 28% 00% 0.0% 0.0%
Source: Media reports, UOB Kay Hian
ACTIONS
¢ Maintain MARKET WEIGHT on China’s property sector. Country Garden started onshore
bond extension dialogues this week. We expect more quasi-SOEs may follow. More defaults
by developers will inevitably result in broader price cuts in more projects. This will further put
downward pressure on profitability of developers, including SOEs. On the positive side,
China has cut one year mid-term lending facility (MLF) by 15bp, indicating that LPR might be
cut for the second time in 2023 (Jun 23: -10bps to 4.2%). We think it is too early to lose hope
for plans of policy easing by executive arms and local governments. Maintain MARKET
WEIGHT. COLI and CR Land remain our top picks.
RISKS
 Upside risks: Better-than-expected economic recovery in 2023 and further policy easing.
¢ Downside risks: Third wave of COVID-19 infections.
INVENTORY LEVEL OF NEW HOMES INVENTORY MONTH WEEKLY CORPORATE BOND FINANCING
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Source: Media reports, UOB Kay Hian
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HOUSEHOLD MONTHLY NEWLY ADDED LONG-
TERM LOAN

NEW HOME PRICE INDEX-MOM-70 CITIES
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SECONDARY HOME PRICE INDEX-MOM-70 CITIES

10,000 o 200.0% Mom of new home price index in 70 cities Tier 1: +0.0%mom Mom of secondary home price index in 70 cities Tier 1:-0.7%mom
! Tier 2: +0.0%mom Tier 2:-0.4%mom
i 20 Tier 3: 0.1%mom 20 Tier 3: -0.4%mom
8,000 l 300.0%
! 15 15
6,000 i 200.0% 1.0 1.0
4,000 100.0% 05 05
AN 0.0 00
2,000 Mk 0o%
| T
\
0 f o | 1 -100.0% -1.0
200 5 5 8888888888888 EE 2000w SSSSS8E g
S RRR_8&8S___R_RRR_ce<eR Sss5scs8 s
= Household monthly net long-term loan  -=--- oy e Tigr 1 Gities = Tier 2 cities === Tier 3 cities ~==Tier 1cities = Tier 2ciies ~====Tier 3 cities
Source: NBS Source: NBS Source: NBS
20,000 50.00 30,000 120.00 30,000 160.00
18,000 100.00 140.00
16,000 4000 25,000 80.00 25,000 120.00
14,000 30.00 ' 100.00
g 20,000 60.00 20,000
12,000 20.00 80.00
¢ 40.00 60.00
10,000 10.00 15,000 15,000
20.00 40.00
8,000 0.00 20.00
: 10,000 0.00 10,000 -
6,000 0.00
-10.00 -20.00 >
4,000 5,000 : 5,000 -20.00
| || | | i [l
- -30.00 -60.00 -60.00
P S N N NN, B N RV, S P R P T N = N V- W= ST BT = Rt N - - N R - )
383835 3833 383&835 388 3 8 5383833 383%35 8835 3883 38 383%&3388&3383&3 383833
Lo T = = = S B B B B B I S d H H O OO H oH o H NN A D m Lo B S~ S = R = B R R R I R ]
222 8 88 8888888 2228 8 838~y 22323 8838~y 88a8R
3 2332505585888 8858 8 S 35 oS5 5 588 388 5 8§ 3 235 8 388888583 o
S R R SRR L LSRR RERR SR RIS IR/KR]IR/IRERRR S R RIRIIIR/RR/RRRLELER
mmm Real Estate Investment  —— YOY mm GFA Sold  —— YOY mm Sale of Commercial Buildings ~ —— YOY
Source: NBS Source: NBS

GFA OF NEW STARTS OF PROPERTY
CONSTRUCTION SINGLE MONTH YOY
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GFA OF PROPERTY COMPLETION SINGLE MONTH
YOY

FUNDING SOURCE OF DEVELOPERS SINGLE
MONTH YOY
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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.

Copyright 2023, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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