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NBS Aug data deteriorated rapidly OUTPERFORM

(Maintain)

B What is new? NBS just released its Aug data on property sector today and

below are the key highlights.
. . . China Property Sector
- Property sales weakened quickly in Aug with volume and value down

12%/13% YoY in Aug 2021 (vs. -9%/-7% in Jul 2021) due to financing Jeffrey Zeng
and policy tightening. This has dragged down 8M21 sales volume and (852) 3916 3727
value YoY increase to 16% and 23%. jeffreyzeng@cmbi.com.hk

- New Starts continued to fall sharply in Aug (-26% YoY vs. -22% in
July) to 166mn sq m. As a result, new starts in 8M21 dropped 3.2% YoY.
We think this is partly due to the delay of 2nd batch of land supply to
Sep/Oct in 22 cities, and also developers turned more cautious on land

Xiao Xiao
(852) 3761 8952
Xiaoxiao@cmbi.com.hk

acquisitions.
. . . . Hope you could help vote in
- Property completion remained strong with volume up 18% YoY in Aug Il China:
to 50mn sq m (vs. 26% YoY in July). https://voting.institutionalinvestor.com

- On the financing part, domestic loans for developers were very tight in
Aug with value down 35% YoY (vs. 17% YoY) despite the RRR cut in
July.

B Our view on the industry

- Property policy loosening? We still think a loosening window (mainly
financing part) may not come until late 4Q as the current priority is to
stabilize land prices in order to lower the overall industry risk and stabilize
property price.

- 2nd Batch of land supply: As most of 22 cities revised down the land
premium cap to 10-15% (bidding price unchanged), our calculation
shows GP margin on average could return to 18% vs. 1st batch’s <15%.
However, with lower premium cap, more plots will be decided by the
lottery mechanism and therefore it may be harder for market leaders to
acquire lands. Net net, for market leaders we may see less lands but
higher margins so profits might be flat but safety is improving. It is mildly
positive in our view.

- About Evergrande: Given that the negative news has impacted its
property sales significantly, we do not think the Company could solve the
liquidity issue by itself. In this case, the key lies on government’s aid and
it is possible that the government could provide some sort of help as its
RMBL1.35tn bank loans and bills are indeed a threat to the overall
financial stability (which is gov’s key task together with environment and
solving poverty). Regarding how government is going to help, we think it
could be similar to Anbang’s case which means CBIRC could step in to
manage the liquidation of its assets together with Evergrande
management team.
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Figure 1: Quick view of national property data in Aug 2021

Property GFA sold (mn sgm) 125 -11.8% 130 -85% 1,142 15.9% 1,761 2.6%
Property sales (RMB bn) 1,262 -13.1% 1,350 -7.1% 11,905 22.8% 17,361 8.7%
New starts (mn sgm) 166 -26.4% 177 -21.5% 1,355 -3.2% 2244  -1.2%
GFA under construction (mn sqm) 9,100 8.4% 8,919 9.0% 9,100 8.4% 9,268 3.7%
GFA completion (mn sgm) 50 17.5% 53 25.6% 467  26.0% 912 -4.9%
Property investment (RMB bn) 1,317 4.9% 1,272 1.4% 9,806 10.9% 10,144 7.0%
Domestic loans of developers (RMB bn 152 -35.2% 194 -17.2% 1,692 -6.1% 2,668 5.7%
Source: NBS

Figure 2: Sell-through rate in 10 Tier 1-2 cities
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Source: CREIS
10 cities are: Beijing, Shanghai, Guangzhou, Shenzhen, Hangzhou, Nanjing, Wuhan, Chengdu, Chongging, Tianjin
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Figure 3: Developers’ sales recap in 8M21

8M21 Sales 2021 Target Completion
(RMBE bn) YoY (RMB bn) Rate
Country Garden 2007 HK 561 6% 624 9% 90%
Vanke 2202 HK 445 1% 790 12% 56%
Evergrande 3333 HK 437 -3% 750 4% 58%
Sunac 1918 HK 415 33% F00 22% 59%
caLl 688 HK 257 15% 400 11% 54%
CR Land 1109 HK 208 28% 315 11% 66%
Shimao 813 HK 199 18% 330 10% 60%
Jinmao 817 HK 1939 36% 250 8% B0%
Longfor 960 HK 182 16% 310 15% 59%
CIFI 884 HK 177 38% 265 15% 67%
Seazen 1030 HK 152 9% 260 4% 58%
Agile 3383 HK 92 19% 150 9% 61%
Aoyuan 3883 HK 838 23% 150 13% 58%
RE&F 2777 HK 83 5% 150 8% 55%
SCE 1966 HK 75 46% 120 18% 63%
KWG 1813 HK 72 29% 124 20% 58%
Times 1233 HK 60 22% 110 10% 55%
Average 20% 63%

Source: Company data

Figure 4: Three red line indicators in 1H21
Liability to Asset Ratio Cashto Lines

Net Gearing (excl. pre-sales) STDebt Crossed
Vanke 20.2% 71.2% 2.2 % 1
COLl 32.5% 53.4% 2.6x 0
Country Garden 49.7% 78.5% 1.7x 1
CR Land 28.5% B50.9% 23x 0
Longfor 46.0% 68.3% 3.9x 0
Shimao 50.4% b8.3% 1.7x 1]
Agile 45.3% b8.3% 1.2x 0
Times China 70.8% 76.6% 2.5 % 1
KWG 64.1% 74.5% 1.8x 1
Aoyuan B80.7% 78.5% 12x 1
China SCE 77.9% 69.5% 1.2x 0
Redsun 53.9% 69.4% 1.7x o
Simic 50.5% 73.5% 14x 1
Dafa 56.4% 69.0% 14x 0
Dexin 72.4% 73.6% 1.4x 1

Source: Companies, CMBIS
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