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SECTOR UPDATE
Property — China
Tier 1 Cities Seeing The Largest mom Decline In Property Prices Since Sep 14

Second-hand property prices in Tier 1 cities fell by 0.8% mom, marking the second
largest mom decline since 2011. The sharp property price decline in 3Q14 started a
round of strong policy easing in 2014-16. With growing downward pressure on price, we
expect that Tier 1 cities will have to take concrete action, which is positive for the
sector. Bond prices of some POEs and quasi-SOEs may rebound stronger. Maintain
MARKET WEIGHT. CR Land and COLI remain our top picks.

WHAT’S NEW
¢ NBS published the property price index for 70 cities in Jul 23.
ESSENTIALS

¢ Second-hand property prices in Tier 1 cities dropped by 0.8% mom. According to
NBS’ data, second-hand property prices in Tier 1 cities fell by 0.8% mom, which was the
largest mom decline since Oct 14. The biggest mom drop was -1%, recorded in Sep 14. In
Jul 23, second-hand property prices in Tier 2 and Tier 3 cities dropped by 0.5% and 0.4%
mom respectively. We believe that property price is one of the most critical indicators for
China’s top leaders, as it has a high correlation with social stability and the financial status
of local governments. Looking back at history, the sharp mom property price decline in
3Q14 triggered a round of strong policy easing. Although history is unlikely to be 100%
repeated, we think we are closer to the tipping point. It is noteworthy that new home prices
are relatively stable, thanks to governments’ price caps introduced since 2017.

RECAP: SUPPORTIVE POLICIES INTRODUCED SINCE JUN 2014
Demand-side policies

Jun 14 (Cities started to ease purchase restrictions. Most cities except for Tier 1 cities and Sanya had removed
home purchase restrictions by end-14.

Eased mortgage policy for certain homebuyers for their second home.
(‘BT RESKXTH—SMUHE B SRIRS TIEEA").

Lowered minimum downpayment requirement for second home to 40%.
(17, FEE. RERXTHAEEERBEERE XRRAER).
Lowered minimum downpayment requirement for first home to 25%.

(7. RERRTH—PTEEIM IS ERBERE KRBT,
Lowered minimum downpayment requirement for first home to 20%.

(117, RESKTEREN LB RRBERE XIERRAERD).
Supply-side policies

Sep 14 Support financing needs of developers, eg support bond issuance of developers in the interbank market.
(‘YT RISRXTFH—PHIFHEE SRR TIEEAN").

CIRC eased rules on corporate bond issuance (“ABIfEE RIT SR EEINE").
NDRC eased approval of US$ bond issuance by Chinese companies.
(RFHEHPWRITIMIEREICH ETENEANER").

Source: Government website, UOB Kay Hian
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PEER COMPARISON
Price @ Target  Upside/(Downside) Market
Company Ticker Rec 17 Aug 23 Price to TP Cap
(HKS) (HKS) (%) (HK$ m)
China Overseas Land 688 HK BUY 16.30 27.14 66.5 178,401.6
China Resources Land Ltd 1109 HK BUY 32.60 47.48 45.6 232,468.6
CIFI Holdings * 884 HK HOLD 0.760 0.77 14 7,913.9

Source: Bloomberg, UOB Kay Hian. *FY already expired; data reflects actual reported number

MARKET WEIGHT

(Maintained)
SECTOR PICKS

Share Price Target Price
Company  Ticker Rec (HK$) (HK$)
CR land 1109 HK BUY 32.60 4748
COLI 688 HK BUY 16.30 27.14

Source: UOB Kay Hian
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e PBOC and Tier 1 cities may have to take action. Over three weeks ago, Xi set an  PRICE CHART OF VANKE 2024 DUE US$ BOND
encouraging tone at the politburo meeting. However, the fact that no concrete action has : A
been taken is disappointing to the market. Going forward, with growing downward pressure
on property prices in Tier 1 cities (which are indicative for rest of the country), we expect
PBOC and municipal governments of Tier 1 cities will have to take action to prevent
clashes in property prices. It is most likely that: a) a buyer with mortgage record but without
holding any property or outstanding mortgage will be deemed as a first home buyer, with
30-40% minimum downpayment required (from 40-70%); and b) downpayment requirement ‘
of second home buyers in Tier 1 cities will be lowered from 80% to 50-60%. Such moves, if  gyce: Bloomberg, UOB Kay Hian
announced, will become positive catalysts for the market.

PRICE CHART OF GEMADLE 2024 DUE US$ BOND
e Concrete policy action will help repair the funding capacity of some POEs and
quasi-SOEs. Since Jun 23, the financing capacity of some leading POEs and quasi-SOEs
(eg Longfor, Vanke, Gemdale) have deteriorated notably, as evidenced by the sharp
correction of US$ bond price. Cooling down of the property market and multiple default
events are major drivers. Note that those victims had a relatively smaller debt maturity in
2023-24 and higher land bank exposure to Tier 1 and 2 cities. We expect concrete policy
action by Tier 1 cities will help repair their funding capacity and trigger bond price rebound.

KEY FINANCIALS OF SELECTIVE POES AND QUASI-SOES

Key Debt Servicing Indicator ~ ------ Bond Maturity/Early Redemption profile (Rmb b) ------ Contracted Sales
Cash to
Net Cashto bond due ™23

gearing ST debt in23&24 Aug-23 Sep-23  Oct-23  Nov-23  Dec-23 2024 Rmb b ™23
Longfor 58% 3.52 481 17 0.1 13.2 110.1 7.3%
Seazen 51% 1.00 2.27 15 8.4 484 -36.4%
Agile 57% 0.70 0.35 32 12 48 15.0 282 -31.4%
Vanke 45% 2.00 6.35 0.4 213 2244 9.3%
Gemdale 52% 132 1.98 3.0 2.0 20.3 96.3 -19.1% . Bl . b UOB Kay Hi

ource: Bloombert ay Hian

SnoOcean 183% 025 014 20 88 21 197 387 -256% o y
Source: Bloomberg, UOB Kay Hian

ACTIONS

¢ Maintain MARKET WEIGHT on China’s property sector. According to history, the
steeper mom decline of property prices in Tier 1 cities might point to a tipping point and
trigger concrete policy actions by PBOC and governments of Tier 1 cities. This will be a
positive catalyst for the sector. Developers with strong exposure to Tier 1 and Tier 2 cities
will be key beneficiaries. Our top picks remain CR Land and COLI. On the other side, we
expect leading POE and quasi-SOE developers to see stronger recovery in their financing
capacity (in bond price).

RISKS

¢ Upside risks: Better-than-expected economic recovery in 2023 and further policy easing.

* Downside risks: Worse-than-expected policy making and execution.
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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
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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