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Upside from mall upgrade and office

i i Target Price HK$56.00
commercial Operatlon (Previous TP HK$56.00)
With strong 1H21 results driven by shopping mall and office segments, we are Up/Downside +34.9%
more positive on its commercial operation as 1) expansion of third-party malls Current Price HK$41.50
beat expectation and the trend will further accelerate as management commits to
upgrade to more high-end malls for its branding. 2) Office commercial operation China Property Service Sector
will also pick up fast to cover more of its own projects. Together with some M&A,
it can achieve >30% revenue CAGR and 30% GPM in 2021-25E. It is currently Jeffrey Zeng
trading at 38x 2022E PE (vs. historical average of 40x). It remains our top pick. (852) 3916 3727
B 1H21 results in line: The Company delivered 138% YoY growth in 1H21 jeffreyzeng@cmbi.com.hk

earnings at RMB806mn, on the high end of profit alert 130-140%, but core
profits grew 116% YoY after excluding the fair value gain. The total revenue Stock Data
grew 28% YoY to RMB4.0bn in 1H21 and gross margin jumped 8ppt YoY to Mkt Cap (HKS mn) el
32.2% YoV d t h t . b f | basis. A Avg3rnthstjo (HK$ mn) 249.41
2% YoY due to change to commission base from lump sum basis. As a 52w High/Low (HKS) 55 25/27 25
result, NPM was up by 9ppt YoY to 20% in 1H21. Total Issued Shares (mn) 2,283
B third-party expansion to catch up in 2H21 on M&A and SOE reform: in Source: Bloomberg

1H21 PM segment grew 42% YoY driven by 25% growth in managed GFA to

122mn sq m and 150% YoY increase in Community VAS. Also GP Margin Shareholding Structure

! CR Land & CR Holdi 73.7%
expanded by 3.9ppt to 17.9% due to average management fee rise. However, Free ‘;’}Qat oKings 25_302
the contracted GFA only grew 23% YoY mainly due to the drag in third-party Source: HKEx

expansion at 17mn sg m and it is slightly below full-year schedule of 45mn sq

m. Management explained to accelerate M&A progress in 2H21 after the SRS FEEIENEE

Absolute Relative

market cools down and also looks for opportunities in SOE reform. 1-mth 11.5% -6.0%
B Shopping malls - third-party expansion beat and more high-end malls: 3-mth -13.2% -4.1%
riding on the strong retails sales of its malls (up 85% YoY), the segment 6-mth -6.5% 8.0%

12-mth N.A. N.A.

recorded 74% YoY growth in 1H21 gross profits on commercial operation. Its Source.
ource: Bloomberg

solid operation capability has allowed it to way outperform the market and thus

can attract operating opportunities from third-party malls. In 1H21, CR has 12-mth Price Performance
expanded 8 third-party malls and is on track to beat the full-year target of 10 (HK$) ~ ——1209HK  —— HSI (rebased)
malls. In order to further build up its branding power and attract third-party 60
malls, the Company will increase the number of high-end malls to 15-20 in the 50
mid-term which could also benefit the overall rental outlook. 40
B Commercial operation the new engine for Office: the segment recorded 30
54% YoY growth to RMB690mn (17% of total revenue) driven by +38% YoY 20
in managed GFA and introduction of the commercial operation since 2H20. 10
Also it has improved the occupancy rate to 83.3% in 1H2 (+7.9ppt YoY). This o4 : :
would again prove company’s strong capability and help its third-party Dec20 Mar2t 2t
expansion. Moreover, we see huge upside on commercial operation which will Source: Bloomberg
be provided to more GFAs under its management (so far only 20% of its
managed GFA). Segment GP margin improved to 35.3% vs. 33.7% in 1H20. Auditor: Ernst & Young
Earnings Summary

(YE 31 Dec) FY18A FY19A FY20A FY21E FY22E

Revenue (RMB mn) 4,432 5,868 6,779 8,984 11,957

YoY growth (%) 41.6 32.4 15.5 325 33.1

Net income (RMB mn) 423 365 818 1,580 2,115

EPS (RMB) N.A. N.A. 0.49 0.69 0.93

YoY growth (%) N.A. N.A. N.A. 42.8 33.8

Consensus EPS (RMB) N.A. N.A. 0.33 0.63 0.86

P/E (x) N.A. N.A. 82.1 57.5 38.0

P/B (x) N.A. N.A. 7.3 6.5 6.0

Yield (%) N.A. N.A. 0.3 0.6 0.8

ROE (%) 63.4 35.4 6.6 11.3 14.1

Net gearing (%) Net cash Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
MORE REPORTS FROM BLOOMBERG: CMBR AND http://www.cmbi.com.hk



CMB INTERNATIONAL

27 Aug 2021 @%ﬂ'ﬁﬁ@ﬁ

Figure 1: 1H2021 results summary

RMB mn 1H20 1H21 YoY 1H/2020 1H/2021E

Revenue 3,134 4,014 28% 46% 45%
- Residential 1,681 2,392 42%
- Commercial 1,453 1,623 12%

Gross profit 755 1,293 71%

Net profit 339 806 138%

Core profit (excl. FV gain) 361 779 116% 44% 49%

GP Margin 241%  32.2% 8.1 ppt

Net Margin 10.8% 20.1% 9.3 ppt

Managed GFA - residential (mn sgm) 975 121.8 25%

Managed GFA - shopping mall (mn sqm) 56 7.0 24%

Managed GFA - office (mn sgm) 51 7.1 38%

GP margin - Residential 14.0% 17.9% 3.9 ppt

GP margin - Shopping mall 36.0% 67.7% 31.7 ppt

GP margin - Office 33.7% 353% 1.6 ppt

Source: Company data, CMBIS

CR Mixc Lifestyle — 1H21 results in inline: The Company delivered 138% YoY
growth in 1H21 earnings at RMB806mn, on the high end of profit alert of 130-
140%, but core profits grew 116% YoY after excluding the fair value gain. The
total revenue grew 28% YoY to RMB4.0bn in 1H2021 mainly driven by PM (+42%
YoY) sector with its strong growth in Community VAS. Gross margin jumped 8ppt
YoY to 32.2% YoY due to strong pick up in shopping mall business and change
to commission base from lump sum basis. As a result, NPM was up by 9ppt YoY
to 20% in 1H21.

PM segment grew 43% YoY in 1H21, mainly driven by 25% growth in managed
GFAto 122mn sq m and 150% YoY increase in Community VAS. GP Margin also
expanded by 3.9ppt to 17.9% in all the sub-segments.

Revenue from shopping mall segment dropped by 7% YoY to RMB932mn in
1H21 due to change of commission base. It was compensated by huge
improvement in GPM to 68% in 1H21 vs. 36% in 1H20. The managed GFA
increased by 24% to 7mn sq m and total 64 shopping malls are in operation in
1H21.

Office segment recorded 54% YoY growth to RMB690mn (17% of total revenue)
driven by 38% increase in managed GFA and start of the commercial operation
services since 2H20. The overall occupancy rate was 83.3% in 1H21 (up 7.9ppt)
and this would provide solid foundation for to carry more commercial operation
(now only 20% managed GFA has been offered). GP margin improved to 35.3%
vs. 33.7% in 1H20.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Financial Summary

Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY18A FY19A FY20A FY21E FY22E YE 31 Dec (RMB mn) FY18A FY19A FY20A FY21E FY22E
Revenue 4,432 5,868 6,779 8,984 11,957 Profit before tax 572 497 1,135 2,180 2,917
Residential PM 2,763 3,472 3,884 5155 7,110 D&A 42 53 50 54 58
Commercial op. and PM 1,668 2,397 2,895 3,829 4,847 Change in working capital 865 (10) 1,116 196 571
Cost of sales (3,766) (4,926) (4,952) (6,076) (8,069) Others (337) (84) (317) (599) (802)
Gross Profit 665 942 1,827 2,908 3,888 Net cash from operating 1,142 455 1,984 1,831 2,743
Other income 55 77 180 77 79 Capex (184) (76) (70) (70) (70)
Selling expenses (54) (71) (50) (63) (84) JV/Associates - 1 2 3 4
Administrative expenses (335) (432) (747) (674) (897) Others (544) (1,009) 2) 3) 4)
Other gains/(losses) 308 45 3) (5) (5) Net cash from investing (727) (1,084) (70) (70) (70)
Operating profit 640 561 1,207 2,244 2,981
Equity raised - - 11,051 - -
JV/Associates - - - - - Change of debts 73 191 522 - -
Finance cost (68) (64) (72) (64) (64) Others (223) (92) (3,780) (301) (569)
Net cash from financing (150) 99 7,793 (301) (569)
Pre-tax Profit 572 497 1,135 2,180 2,917
Net change in cash 265 (531) 9,707 1,460 2,104
Income tax (149) (132) (317) (599) (802) Cash at the beginning of year 871 1,136 605 10,312 11,772
PROFIT FOR THE YEAR 423 365 818 1,580 2,115 Exchange difference - - - - -
Non-controlling interest - - - - - Cash at the end of the year 1,136 605 10,312 11,772 13,876
Net Profit to shareholders 423 365 818 1,580 2,115
Key ratios
YE 31 Dec FY18A FY19A FY20A FY21E FY22E
Balance sheet Sales mix (%)
YE 31 Dec (RMB mn) FY18A FY19A FY20A FY21E FY22E Residential PM 62.4 59.2 57.3 57.4 59.5
Non-current assets 2,382 2,478 2,744 2,651 2,671 Commercial op. and PM 37.6 40.8 42.7 42.6 40.5
PP&E 180 203 260 251 269 Total 100.0 100.0 100.0 100.0 100.0
Investment properties 2,168 2,218 2,234 2,234 2,234
Others 34 57 250 166 168 Profit & loss ratios (%)
Gross margin 15.0 16.1 27.0 324 325
Current assets 3,360 4,623 16,332 18,359 21,247 Net margin 9.5 6.2 12.1 17.6 17.7
Inventories 106 106 196 241 320 Effective tax rate 26.1 26.5 27.9 27.5 275
Trade and other receivables 1,933 3,188 1,608 2,132 2,837
Cash and cash equivalents 1,136 605 10,312 11,772 13,876 Growth (%)
Others 185 724 4,215 4,215 4,215 Revenue 41.6 32.4 155 325 33.1
Gross profit 63.4 41.6 93.9 59.2 33.7
Total assets 5742 7,101 19,076 21,010 23,918 Operating profit 176 -124 1153 85.9 32.8
Net profit 8.9 -13.7 1241 93.2 33.8
Current liabilities 3,685 4,637 5055 5527 7,323
Trade and other payables 2,898 3,739 3,366 4,129 5,484 Balance sheet ratios
Others 787 899 1,690 1,397 1,839 Current ratio (x) 0.9 1.0 3.2 3.3 2.9
Receivable turnover days 35 37 44 44 44
Non-current liabilities 1,390 1,432 1,558 1,558 1,558
Deferred income tax liabilities 176 202 226 226 226 Returns (%)
Others 1,214 1,230 1,332 1,332 1,332 ROE 63.4 35.4 6.6 11.3 14.1
ROA 7.4 5.1 4.3 7.5 8.8
Total liabilities 5075 6,010 6,613 7,085 8,881
Per share
Equity to shareholders 667 1,032 12,463 13,925 15,037 EPS (RMB) N.A. N.A. 0.49 0.69 0.93
Non-controlling interests - - - - - DPS (RMB) N.A. N.A. 0.13 0.25 0.33
Total Equity 667 1,032 12,463 13,925 15,037 BVPS (RMB) N.A. N.A. 5.46 6.10 6.59

Source: Company data, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIS or its affiliate(s) have investment banking relationship with the issuers covered in this report in preceding 12 months.

CMBIS Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIS

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Securities Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary
of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIS does not
provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position or special
requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the report. The value
of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the performance of underlying assets
or other variable market factors. CMBIS recommends that investors should independently evaluate particular investments and strategies, and encourages investors to
consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of CMBIS or its affiliate(s)
to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or enter into any
transaction. Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be liable for any loss, damage or expense
whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone making use of the information contained in this report
does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. CMBIS
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the information, advices
and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIS may issue other publications having information and/ or
conclusions different from this report. These publications reflect different assumption, point-of-view and analytical methods when compiling. CMBIS may make investment
decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or on behalf of
its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business relationships with the companies in this
report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect the objectivity of this report and CMBIS will not assume any
responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced, reprinted, sold, redistributed or published
in whole or in part for any purpose without prior written consent of CMBIS.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended
from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and
may not be provided to any other person without the prior written consent of CMBIS.

For recipients of this document in the United States

CMBIS is not a registered broker-dealer in the United States. As a result, CMBIS is not subject to U.S. rules regarding the preparation of research reports and the
independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified as a research
analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the
analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is intended for distribution in the United States
solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of 1934, as amended, and may not be furnished to any other
person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it shall not
distribute or provide this report to any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on the information
provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined in the
Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report is distributed
in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of
Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should contact
CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.
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