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A Wholly Owned Subsidiary Of China Merchants Bank

BUY (Maintain)

Evergrande Property Services (6666 HK)

Pressure mounts after cancelled sale

Target Price HK$10.39
(Previous TP HK$10.39)
Up/Downside +102.9%
What’s new? Evergrande has announced termination of the sale of 50.1% Current Price HK$5.12

Evergrande PM shares to Hopson. The acquisition was supposed to raise
HK$20bn to help ease Evergrande’s liquidity issue, however, this translates
to HK$3.70 per share (28% discount, last traded price HK$5.12). The reason
for this termination was announced by Hopson claiming they rejected
Evergrande’s request on paying directly to Evergrande Group instead of
Evergrande PM. Hopson further stated that if the sale can be completed, it will
trigger a mandatory general offer. From its tone, Hopson is still pursuing to
finish the deal while Evergrande states the deal has been “terminated”
because Hopson has not met the prerequisite to make a general offer.

Delivery pressure follows cancelled sale. If this transaction with Hopson
fail and before a new player comes in to the rescue, Evergrande will make
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little progress in revitalizing its assets and safeguarding delivery as promised. Stock Data

Based on our estimates, there are 121 projects in the guaranteed delivery Mkt Cap (HK$ mn) 55,351

region (YRD and PRD) with total GFA of 35mn sq m and salable value of Avg 3 mths t/o (HK$ mn) 369.94

RMB311bn (Figure 1). If we assume the construction cost of RMB3k/sq m and <2 e (i 19.74/3.93

40% of the work to be done, then Evergrande needs roughly RMB42bn. With ggﬂfsé:ggmsbrﬁres (mn) 10811

this pressure and uncertainty in mind, Evergrande PM will face downward ' ’

pressure on its valuation. Shareholding Structure

0,

B Valuation: Before the halt in trading, Evergrande PM was trading at 13.21x E:’:er%[ggfe O Sg;gioﬁj

2021E PE, below its 5-year historical average of 33.83x and 1 SD below Source: HKEx

average of 16.85x PE.

Share Performance
Absolute Relative

. 1-mth 3.0% 9.9%
Earnings Summar 3-mth -43.6% -36.2%
(YE 31 Dec) FY19A FY20A FY21E FY22E FY23E 6-mth 68.7%  -63.7%
Revenue (RMB mn) 7,333 10,509 17,011 26,928 38,982 12-mth N.A. N.A.
YoY growth (%) 24.2 43.3 61.9 58.3 44.8 Source: Bloomberg
Net income (RMB mn) 930 2,648 4,076 6,216 8,596
EPS (RMB) 0.09 0.26 0.38 0.57 0.80 12-mth Price Performance
YoY growth (%) N.A. N.A. 43.3 52.5 38.3 (HKS)  ——6666 HK  —— HSl (rebased)
Consensus EPS (RMB) N.A. N.A. 0.33 0.35 0.38 %0
P/E (x) N.A. N.A. 11.3 7.4 5.3
P/B (X) N.A. N.A. 3.4 2.4 1.7 20
ROE (%) 52.8 26.7 29.8 32.1 31.6
Net gearing (%) Net cash Net cash Net cash Net cash Net cash 10
Source: Company data, Bloomberg, CMBIS estimates
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Auditor: PwC

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
MORE REPORTS FROM BLOOMBERG: RESP CMBR <GO> OR http://www.cmbi.com.h



21 Oct 2021 *E 'ﬁ E ﬁ

CMB INTERNATIONAL

i -~ LS ]
A Wholly O |\| I\;u Merchants Bank

Key Charts

Figure 1: Land bank in YRD and PRD
Land Bank

Total GFA Total Value # of
(sgmmn) (RMB mn) Projects

Shanghai 7.0 62,965 9
Nanking 3.8 33,792 9
Hangzhou 0.8 7,329 3
Ningbo 25 22,342 7
Suzhou 0.8 6,975 3
Wuxi 2.9 26,328 15
Wenzhou 1.6 14,826 3
Nantong 0.4 3,836 2
Xuzhou 0.6 5,420 2
Rest of Zhejiang 5.2 47,088 19
Rest of Jiangsu 7.6 68,708 24
Completed in 2018-20 (27.0) (243,285)
Newly added in 2018-20 22.7 204,010
Total 28.9 260,331 96
Guangzhou 0.2 1,693 1
Shenzhen 1.3 11,525 5
Foshan 2.7 23,892 8
Zhongshan 0.7 6,224 2
Shantou 0.9 7,962 1
Rest of Guangdong 3.9 35,458 8
Completed in 2018-20 (22) (196,111)
Newly added in 2018-20 18 160,754

5.7 51,398 25
Total 34.6 311,730 121

Source: Company data, CMBIS

Figure 2. Comps table

Ticker CMBI rating TP Last price Mkt Cap PIE Net profit growth (%)
(HKS) (HK$)  (HK$ mn) 20A 21E 22E

Country Garden Services 6098 HK BUY 91.2 64.0 205,899 63.4 354 26.2 64.8 46.6
CR MixC Lifestyle 1209 HK BUY 56.0 42.0 95,751 791 52.6 379 50.5 387
A-Living 3319 HK HOLD 342 278 39.405 17.6 12.9 9.9 36.7 307
Greentown Services 2869 HK HOLD 9.5 8.8 28,488 354 246 18.8 56.3 30.8
Ever Sunshine 1995 HK BUY 222 16.4 27,395 64.7 35.0 23.6 84.7 48.5
Poly Senices 6049 HK HOLD 534 485 26,809 353 250 19.6 41.0 275
S-Enjoy 1755 HK BUY 346 16.0 13,981 259 16.7 11.6 55.3 439
Powerlong Commercial 9909 HK BUY 332 17.3 11,100 314 19.8 14.4 58.2 3T
Excellence CM 6989 HK BUY 14.9 56 6,785 16.0 1.0 7.8 45.6 404
Central China New Life 9983 HK BUY 12.9 59 7,543 13.9 10.0 74 381 36.0
Sino-Ocean Senvices 6677 HK BUY 71 44 5,174 1.5 10.0 7.0 14.5 437
New Hope Services 3658 HK BUY 4.4 21 1,726 12.6 74 48 70.7 53.8
Redsun Senices 1971 HK BUY 9.4 43 1,785 19.1 9.3 6.3 105.2 484
Evergrande Semices 6666 HK BUY 104 51 55,351 16.2 1.3 74 54.0 525
Sunac Services 1516 HK BUY 29.8 16.3 50.479 53.9 26.2 16.3 105.3 60.6
COPH 2669 HK NR NA 7.2 23,501 329 254 19.5 29.3 30.6
Times Neighborhood 9928 HK NR NA 41 4.012 14.9 8.1 45 84.5 81.3
Aoyuan Healthy Life 3662 HK NR NA 4.0 2.876 10.3 6.7 47 552 42.0
Shimao Senices 873 HK NR NA 15.0 35.460 36.2 229 13.9 57.9 64.3
KWG Living IN3 HK NR NA 58 11,643 27.0 13.3 8.5 103.0 56.2
Jinke Smart Sewvices 9666 HK NR NA 46.0 30,031 325 22.3 14.8 46.1 50.8
Average 48.5 30.2 21.0 60.1 44.0

Source: Bloomberg, 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) FY19A FY20A FY21E FY22E FY23E YE 31 Dec (RMB mn) FY19A FY20A FY21E FY22E FY23E
Revenue 7,333 10,509 17,011 26,928 38,982 Profit before tax 1,229 3,499 5411 8,251 11,434
Basic PM 4,612 6,322 10,366 16,673 22,941 D&A 38 39 15 15 15
Non-owner VAS 2,148 2,923 4,085 5,479 7,668 Change in working capital (1,683) 2,669 0 (24) a7
Community VAS 573 1,264 2,561 4,776 8,373 Others 48 (1,034) (1,262) (1,923) (2,660)
Cost of sales (5,578) (6,503) (10,748) (17,197) (25,157) Net cash from operating (368) 5,172 4,164 6,329 8,772
Gross Profit 1,755 4,006 6,263 9,731 13,825
Capex - (55) (4,500) (4,800) (5,000)
Other income 67 150 150 152 155 JV/Associates 4 4 - - -
Administrative expenses (515) (629)  (900) (1,500) (2,377) Others 118 961 - - -
Other expenses (48) (10)  (101) (131) (167) Net cash from investing 122 910 (4,500) (4,800) (5,000)
Operating profit 1,258 3,516 5,413 8,253 11,436
Equity raised - 5,953 - - -
JV/Associates - - - - - Change of debts (247) ?3) - - -
Finance cost (29) a7 1) 1) (1) Dividend 23 (113) (408) (622) (860)
Net cash from financing (124) 5,838 (408) (622) (860)
Pre-tax Profit 1,229 3,499 5,411 8,251 11,43 Net change in cash (370) 11,920 (744) 907 2,912
Cash at the beginning of the 1,054 684 12,603 11,860 12,767
Income tax (299) (851) (1,31 (2,00 (2,77 Exchange difference - 1) - - -
PROFIT FOR THE YEAR 931 2,647 4,096 6,246 8,656 Cash at the end of the year 684 12,603 11,860 12,767 15,679
Non-controlling interest 0) 1 (20) (30) (60)
Net Profit attribute to shareholders 930 2,648 4,076 6,216 8,596 Key ratios
YE Dec 31 (Rmb mn) FY19A FY20A FY21E FY22E FY23E
Sales mix (%)
Balance sheet Basic PM 62.9 60.2 60.9 61.9 58.8
YE Dec 31 (Rmb mn) FY19A FY20A FY21E FY22E FY23E Non-owner VAS 29.3 27.8 24.0 20.3 19.7
Non-current assets 150 262 4,767 9,572 14,577 Community VAS 7.8 12.0 15.1 17.7 21.5
Property, plant and 57 54 59 64 69  Total 100.0 100.0 100.0 100.0 100.0
Right-of-use assets 26 128 4,628 9,428 14,428
Others 67 80 80 80 80 Profit & loss ratios (%)
Gross margin 23.9 38.1 36.8 36.1 35.5
Current assets 7,307 16,803 16,883 18,795 22,913 Net margin 12.7 25.2 24.0 23.1 22.1
Effective tax rate 24.3 24.3 24.3 24.3 24.3
Trade and other receivables 6,606 4,186 5,024 6,028 7,234
Cash and cash equivalents 684 12,604 11,860 12,767 15,679 Growth (%)
Others 16 12 0 0 0 Revenue 24.2 43.3 61.9 58.3 44.8
Gross profit 142.7 128.3 56.3 55.4 42.1
Total assets 7,457 17,064 21,650 28,367 37,490 Operating profit 289.0 1795 53.9 52.5 38.6
Net profit 289.1 184.7 53.9 52.5 38.3
Current liabilities 5669 7,105 7,930 8,920 10,109
Trade and other payables 3,367 4,365 5,191 6,181 7,369 Balance sheet ratios
Others 2,302 2,739 2,739 2,739 2,739 Current ratio (x) 1.3 2.4 21 2.1 2.3
Receivable turnover days 262 145 110 110 110
Non-current liabilities 13 26 26 26 26
Lease liabilities 13 11 11 11 11 Returns (%)
Others - 15 15 15 15 ROE 52.8 26.7 29.8 32.1 31.6
ROA 12.5 15.5 18.8 21.9 229
Total liabilities 5682 7,130 7,955 8,946 10,134
Per share
Equity to shareholders 1,762 9,923 13,664 19,360 27,235 EPS (RMB) 0.09 0.26 0.38 0.57 0.80
Non-controlling interests 13 11 31 61 121 DPS (RMB) 0.00 0.00 0.04 0.06 0.08
Total Equity 1,774 9,934 13,695 19,421 27,356 BVPS (RMB) 0.00 0.92 1.26 1.79 2.52
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.

Disclaimer
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 (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 (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
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