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Solid 1H21 Results

Target Price HK$5.60
(Previous TP HK$5.60)
B 2021 results highlight: China SCE delivered strong 1H21 results with core Up/downside +80.6%
earnings growth of 20.1% YoY to RMB2.21bn. Revenue increased 35% YoY Current Price HK$3.10
to RMB20.39bn in 1H21 mainly driven by its main business property
development (+34% YoY) and partially enhanced by the 82% YoY growth in China Property Sector

PM segment. However, GP margin eroded 2.9ppt to 25.1% in 1H21. With the

help of improving operating leverage (SG&A/Revenue was down 2ppt YoY to Jeffrey Zeng

7% in 1H21) which narrowed NPM decrease to 11.7% in 1H21 (-2.3ppt YoY). F852) el crzy )

EPS was RMB1.56/share (+11% YoY) and the Company declared an Jefireyzeng@cmbi.com.hk
0 A o :

RMBDO0.10/share (+9% YoY) interim dividend (17.7% payout ratio). .

B Balance Sheet within Green Category: The Company has stayed within the Mkt Cap (HK$ mn) 13,089
green category with liability to Asset (excluding presales) at 69.5% (68.7% in §Z§i$ﬁ'7§§’$ ((SKK:)mn) 4 18/2 3';21
FY20), net gearing at 77.9% (59.2% in FY20) and cash to short-term debt at Total Issued Shares (mn) 4222
1.2x (1.3x in FY20). In 1H21, average financing costs was 6.3% (-0.4ppt from Source: Bloomberg

6.7% in 1H20). The increase in net gearing (+18.7ppt YoY) was due to cash

balances reduction to RMB19.7bn (-16% YoY) and the increase of total debt Shareholding Structure

. . X Wong Chiu Yeung 50.05%

to RMB50.6bn in 1H21 (+9% YoY). The decrease in cash also had its effect Chen Yuanlai 5.93%
on cash to short-term debt coverage ratio, which decreased to 1.2x. Overall, (Fiheng Hiu Lok 32-;1%)
ree tloal o 0

the Company has successfully maintained in the green category with a healthy
balance sheet.

Source: HKEx

Share Performance

B Land Acquisition and Sales Update: China SCE acquired 19 new projects Absolute  Relative
in 16 cities with total GFA of 5.57mn sq m and attributable land cost of 1-mth 4.8% 8.0%
RMB26.251bn (+71% YoY) with attributable ratio of 83.5% in 1H21 vs 79% in gmg: 12?22 g-g;‘:
1H20, which accounts for 44% of total contracted sales. As of 1H21, China 12-mth -26.3% -26.0%
SCE had land bank in 67 cities with total GFA of 39.67mn sq m (attributable Source: Bloomberg

GFA 28.13mn sq m). Average land cost was RMB5,642/sq m, which is

equivalent to 35% (+4ppt from 29% in 1H20) of contracted sales ASP of 12-mth Price Performance

RMB15,931 /sq m in 1H21. O e T HSlehased
B Maintain BUY: The Company is currently trading at 2.7x 2021E PE, lower
than its 5Y historical average of 4.4x and 1SD-below-average of 3.7x PE. PB
is at 0.52x 2020. Please tune in for the Company’s conference call at 9:30am
today at the following link:
https://miracle-plus.com/01966/20210830/default.html e

Source: Bloomberg

Earnings Summary Auditor: Ernst & Young

(YE 31 Dec) FY18A FY19A FY20A FY21E FY22E
Revenue (RMB mn) 17,783 21,370 32,573 37,566 43,802
YoY growth (%) 10.4 20.2 52.4 23.7 16.6
Net income (RMB mn) 3,385 3,510 3,803 4,383 5,484
EPS (RMB) 0.88 0.84 0.91 1.04 1.31
YoY growth (%) 9.9 -4.4 8.3 16.1 25.1
Consensus RPS (RMB) N.A. N.A. N.A. 0.96 1.17
P/E (x) 2.9 3.0 2.8 25 2.0
P/B (x) 0.6 0.6 0.5 0.5 0.4
Yield (%) 6.8 7.8 9.4 11.7 14.6
ROE (%) 21.9 20.0 18.1 18.5 19.8
Net gearing (%) 60.4 60.0 59.2 62.0 61.5

Source: Company data, Bloomberg, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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Figure 1: 1H21 interim results
RMB mn 1H20 1H21 YoY 1H/2020 1H/2021E

Revenue 15,135 20,387 35% 46% 54%
- Property development 14,686 19,708 34% 47% 54%
- Property investment 154 207 34% 49% 51%
- Property management 233 425 82% 44% 61%
- Project management 61 46 -25% 36% 22%
Gross profit 4,225 5,110 21% 54% 49%
Net profit 2,114 2,377 12% 56% 54%
Core profit 1,840 2,210 20%
EPS (RMB) 0.51 0.56 1% 56% 54%
DPS (RMB) 0.09 0.10 9% 31% 28%
Dividend payout ratio 18.0% 17.7% 0.4 ppt
GP Margin 27.9% 251% -2.9 ppt
Net Margin 14.0% 11.7% -2.3 ppt
FY20 1H21
Net Gearing 59.2% 77.9%
Liability to Asset (excl. presales) 68.7% 69.5%
Cash / ST Debt 1.3 x 1.2 x

Source: Company data, CMBIS

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 FY21lE FY22E
Revenue 17,783 21,370 32,573 37,566 43,802 EBIT 4836 4,823 6,008 8,148 9,810
Property development 17,225 20,453 31,554 36,250 42,240 D&A 42 96 109 148 155
Property investment 131 285 315 403 484 Change in working capital -2,034 -15,276 -9,163 -7,300 -9,400
Property management 337 458 532 699 838 Income tax paid -1,653 -1,467 -1,650 -2,833 -2,802
Project management 91 174 172 215 241 Others 3,091 4,736 1,318 6,049 5,846
Cost of sales -11,636 -15,478 -24,709 -27,217 -31,729 Net cash from operating 4,282 -7,088 -3,378 4,213 3,609
Gross profit 6,147 5,892 7,864 10,349 12,073
Capex -1,825 -1,502 -1,015 -4,261 -3,050
Other income and gains 387 1,156 1,252 279 277 Associates/JV -3,676 -4,701 -2,080 -700 -1,700
Distribution expenses -398 -516  (759) -676 -701 Other -3,262 -250 -1,224 -136 -136
Administrative expenses -1,299 -1,616 (2,094) -1,803 -1,840 Net cash from investing -8,663 -6,453 -4,319 -5,097 -4,886
Other expenses 0 -92  (255) 0 0
Operating profit 4,836 4,823 6,008 8,148 9,810 Equity raised 521 225 99 0 0
Change of Debts 10,399 8,732 10,277 2,500 1,400
Finance expenses -402 -528  (683) -877 -913 Dividend paid -1,098 -1,076 -917 -1,059 -1,377
Associates/JV 535 154 642 362 450 Other 1,767 9,251 -3,727 0 0
Exceptional 1,083 1,405 597 0 0 Net cash from financing 11,590 17,132 5,732 1,441 23
Pre-tax profit 6,052 5854 6,563 7,634 9,347
Net change in cash 7,208 3,591 -1,965 557 -1,254
Profits tax -2,376  -1,831 -2,117 -2,833 -3,402 Cash at the beginning 8,145 15,515 19,151 19,089 19,656
Minority interest -233 -478 -642 -418 -460 Exchange difference 162 45 6 10 10
Perpetual -58 -35 0 0 0 Cash at the end 15,515 19,151 17,191 19,656 18,412
Net profit 3,385 3,510 3,803 4,383 5,484 Pledged deposit 4,458 4,748 4,985 4,748 4,748
Cash at BS 19,973 23,899 22,176 24,404 23,160
Core profit 2,200 2,650 3,206 4,383 5,484
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY18A FY19A FY20A FY21E FY22E YE 31 Dec FY18A FY19A FY20A FY21lE FY22E
Non-current assets 39,277 52,638 59,088 60,643 64,838 Sales mix (%)
Fixed asset 681 827 827 880 915 Property development 96.9 95.7 96.9 96.5 96.4
Investment properties 20,270 22,632 29,329 32,100 35,000 Property investment 0.7 1.3 1.0 1.1 1.1
Associates/JV 5,839 9,900 14,641 15,100 16,800 Property management 1.9 2.1 1.6 1.9 1.9
Intangible assets 3 3 3 3 3 Project management 0.5 0.8 0.5 0.6 0.5
Other non-current assets 12,484 19,277 14,287 12,560 12,120 Total 100.0 100.0 100.0 100.0 100.0
Current assets 62,214 96,744 111,527 120,484 130,660 Profit & loss ratios (%)
Cash 19,973 23,899 23,400 24,404 23,160 Gross margin 34.6 27.6 24.1 275 27.6
Account receivable 5,258 9,232 9,640 12,800 14,800 Pre-tax margin 27.2 22.6 18.4 21.7 22.4
Inventories 31,344 57,158 72,447 76,500 85,400 Net margin 19.0 16.4 11.7 11.7 12.5
Other current assets 5,640 6,455 6,040 6,780 7,300 Effective tax rate 39.3 31.3 32.3 37.1 36.4
Current liabilities 54,226 85,049 94,054 106,100 113,600 Balance sheet ratios
Borrowings 10,537 12,295 13,840 15,000 14,400 Current ratio (x) 1.1 1.1 1.2 1.1 1.2
Trade and other payables 18,277 27,393 25,617 34,800 36,300 Receivable day 1079 157.7 108.0 1244 1233
Contract liabilities 21,540 34,902 45,696 43,000 49,000 Payable day 375.1 4679 287.1 338.1 3025
Deferred taxation 2,600 2,953 3,555 3,800 4,100 Inventory day 983.2 1347.9 1070.2 1025.9 982.4
Other current liabilities 1,273 7,505 5,346 9,500 9,800 Net gearing ratio (%) 62.3 60.0 59.2 62.0 61.5
Non-current liabilities 25,125 34,047 37,408 36,950 39,250 Returns (%)
Borrowings 22,800 29,782 32,723 33,000 35,000 ROE 219 20.0 18.1 18.5 19.8
Other non-current liabilities 2,325 4,265 4,685 3,950 4,250 ROA 3.3 2.3 2.2 2.4 2.8
Shareholders' equity 15,482 17,579 20,998 23,677 27,648 Per share data
Minority interest 5,957 12,707 18,154 14,400 15,000 EPS (RMB) 0.88 0.84 0.91 1.04 1.31
Perpetual bond 700 0 0 0 0 DPS (HK$) 0.21 0.24 0.29 0.36 0.45
Total equity 22,139 30,286 39,153 38,077 42,648 BVPS (RMB) 4.05 4.30 5.00 5.63 6.58

Source: Company data, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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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 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 (l)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 (ll) 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
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