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China Property Service Sector

NDRC to support Community VAS segment via OUTPERFORM
tax and social insurance reduction LA ENREDR)

The PM sector has been under pressure recently (down 6% in Oct, China Property Service Sector
underperforming HSI by 9%). This is mainly attributed to the market concerns of

less positive support, increasing costs from labors and social insurance and Jeffrey Zeng

parentco risks. We think NDRC’s document has re-affirmed its positive stance (852) 3916 3727

towards the sector. Especially, government may potentially reduce tax rate and jeffreyzeng@cmbi.com.hk
social insurance to boost community VAS. As for the earnings visibility on

parentco risks, the attractive M&As and government’s push on home deliveries Xiao Xiao

would help alleviate the market concerns. The whole sector is trading at 19x (852) 3761 8952

2022E PE below historical average of 22x which looks attractive. Our top picks xiaoxiao@cmbi.com.hk
are CGS, Sunac Services, CIFI Evershine and CR Mixc Lifestyle.

What’s New? On 3 Nov, the General Office of State Council published a NDRC
circular intended to promote the community living service industry. The key
takeaways include the following:

B The government stressed on the importance to provide quality community
living services. Especially in regards to elderly care and housekeeping
services. The circular mentioned 1) to speed up the development of assisted
meals and home-based care services for the elderly and aim to gradually
cover more than 80% of communities within five years. 2) To introduce
supporting measures in terms of taxation, financing and other aspects to
stimulate consumer demand.

B The circular also mentioned to strengthen brand quality and elevating
service standards and crackdown on low-quality players.

B The circular introduced an array of supporting measures for the local
government to adopt including taxation, fiscal and the actively use of re-
finance, re-discount and other tools.

Our Reads:

B Government policy in favor of community VAS development: The
implementation of these favorable policies will benefit the revenue collected
via community VAS segment, which has already increased 74%/128%/96%
YoY in 2018/19/20, which represents 12%/15%/17% of total revenue
respectively. We estimate a continued increase of 77%/52% in 2021/22
(Figure 1). Currently, community VAS revenue mainly comes from home
decoration and housekeeping services. The new initiatives would help boost
the earnings visibility in the mid-long run.

B Favoring industry leaders to secure higher market share. With spill-over
influence from the tightening policies of the property sector and previous
regulations on the PM industry, SMEs are gradually fading out to join forces
with industry leaders. For example, CGS’ acquisition of R&F PM, Link Joy and
Ever Sunshine’s acquisition of Red Star Macalline PM and Meizhong
Environment. There have been 20+ M&As in the sector with an average P/E
at 2021E 13x (below the 28x secondary market 2021E P/E) since the start of
September (Figure 2).

B Tax and social insurance reduction: From our view, we think there will
likely be a decrease in tax rate and some fiscal support via social security cuts.
These measures can effectively diminish the concern over rising human
resource costs within SG&A directly related to social insurance. Combined
with a favorable tax rate, earnings will be ensured.
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Key Charts

Figure 1: Community VAS will continue to rise

Community VAS Revenue (Rmb mn)

Community VAS YoY Growth

Company Name Ticker 2017 2018 2019 2020 2021E 2022E 2018 2019 2020 2021E 2022E
Ever Sunshine 1995 HK 110 198 483 790 1334 2,095 80.3% 1435% 635% 689% 57.1%
Country Garden Services 6098 HK 242 417 865 1,731 4,077 8,003 725% 107.4% 100.1% 1355% 96.3%
Poly Services 6049 HK 319 623 1,154 1,748 2,401 3,001 953% 852% 514% 37.3% 25.0%
Powerlong Commercial 9909 HK 181 221 285 358 474 626 221% 29.0% 25.6% 32.5% 31.9%
Greentown Services 2869 HK 900 1,310 1913 2,177 2,833 3,480 455% 46.0% 13.8% 30.1% 22.9%
S-Enjoy 1755 HK 43 48 176 498 803 1,169 10.6% 267.7% 1828% 61.3% 45.6%
A-Living 3319 HK 102 289 485 1,053 1,761 2,721 183.7% 68.1% 117.0% 67.2% 54.6%
Excellence CM 6989 HK 89 133 204 359 791 1,238 49.8% 535% 76.2% 120.4% 56.5%
Central China New Life 9983 HK 24 62 309 366 639 902 158.3% 398.4% 184% 745% 41.2%
Redsun Services 1971 HK 12 15 27 110 265 490 21.7% 79.1% 309.4% 140.9% 84.9%
Average 74.0% 127.8% 958% 76.9% 51.6%

Source: CMBIS estimates

Figure 2: Recent M&A activities in the sector

Ticker Ta Stake Managed GFA
mn sq m

Date Gurantees
(RMB, sq m)

NP: RMB0.5bn in 21

Consideration
RMB mn PE

Company

t Company

- 0, x
CG Services 6098 HK 20-Sep R&F PM 100% 940 10000 20% Managed GFA: 86mn in 21
29-Sep Link Joy 100% 65.22 3300 11x NA
NP: 14.11mn + 58mn x (1+10%)"N x
15-Oct Red Star Macalline PM  80% 696 13x A/12; A" = months between Profit
Ever Sunshine 1995 HK NA Guarantee Period and 21 Dec 2021.
. NP: RMB13.38mn/14 6mn/15.72mn in
30-Sep Meizhong Environment  5§1% 58 10x 29/23/24
Kangaiao Service 2205 HK  30-Sep LiFeng PM 80% 18.04 164 16x rz“";”ag“ GFA- 72.9kin 22/ 74.2kin
Yexing Group 1941 HK 24-Sep WanHao PM 100% 250 47 20x Managed GFA: 5mn in 21
18-Sep Bon PM 97% 70.00 8x-12x
Onewo NA" 25 Sep ShangGang PM 51% NA NA NA NA
Greentown Service 2869 HK  21-Oct Hangzhou Jiancheng 20% NA 22 33x NA
Longfor Smart Service NA 16-Sep JiuLongCang Mainland  100% 9.00 NA NA NA
Jinke Smart Services 9666 HK  10-Sep TongYong PM 100% NA NA NA NA
3-5ep YiKang PM 100%
. . 3-Sep Zhulian PM 100%
Pearl River City Service NA 6-Sep HuaQizo PM 100% NA NA NA NA
6-Sep QiaolLinBao PM 100%
Helenbergh PM NA 30-Sep XinHe PM 100% NA NA NA NA
14-Oct LouYuFang PM 100%
Yinch PM NA NA NA NA MNA
neneng 12-Sep YouLin PM 51%
LanLv PM NA 13-Sep YingJia PM 51% NA NA NA NA
Ocean Homeplus NA 1-Sep YuanXin PM 49% NA NA NA NA
Average 82% 13x

* means PE based on 2021 guarantee, the rest are based on 2020A

Source: CMBIS
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Figure 3: Comps table

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

Country Garden Senices 6098 HK BUY 91.2 58.1 186,813 57.5 34.7 23.6 65.8 46.6
CR MixC Lifestyle 1209 HK BUY 56.0 39.6 90,273 74.6 49.3 35.5 51.5 38.7
A-Living 3319 HK HOLD 34.2 235 33,299 14.9 10.8 8.3 37.8 30.7
Greentown Senices 2869 HK HOLD 9.5 7.5 24,334 32.8 20.9 16.0 57.1 30.9
Ever Sunshine 1995 HK BUY 22.2 13.2 23,222 52.3 28.3 19.1 84.7 48.5
Poly Senices 6049 HK HOLD 53.4 41.5 22,936 30.2 21.3 16.7 41.9 27.5
S-Enjoy 1755 HK BUY 34.6 14.3 12,396 23.0 14.7 10.3 56.2 43.8
Powerlong Commercial 9909 HK BUY 33.2 18.0 11,602 32.8 20.6 15.0 58.9 37.9
Excellence CM 6989 HK BUY 14.9 5.0 6,051 14.3 9.8 7.0 45.6 40.4
Central China New Life 9983 HK BUY 12.9 5.1 6,477 11.9 8.5 6.3 39.2 36.0
Sino-Ocean Senices 6677 HK BUY 7.1 4.0 4,736 10.5 9.2 6.4 14.5 43.7
New Hope Senices 3658 HK BUY 4.4 2.1 1,669 12.2 7.1 4.6 70.7 53.8
Redsun Senices 1971 HK BUY 9.4 4.4 1,826 19.5 9.5 6.4 105.2 48.4
Evergrande Senices 6666 HK BUY 10.4 4.0 42,811 125 8.7 5.7 54.0 52.5
Sunac Senices 1516 HK BUY 29.8 15.2 47,192 50.4 245 15.3 105.3 60.6
COPH 2669 HK NR NA 7.0 23,008 32.2 24.9 19.1 29.3 30.6
Times Neighborhood 9928 HK NR NA 3.6 3,578 13.3 7.2 4.0 84.5 81.3
Aoyuan Healthy Life 3662 HK NR NA 3.7 2,702 9.7 6.3 4.4 55.2 42.0
Shimao Senvices 873 HK NR NA 13.8 34,309 33.4 21.2 13.3 57.6 59.2
KWG Living 3913 HK NR NA 5.1 10,351 24.0 11.8 7.6 103.0 56.2
Jinke Smart Senices 9666 HK NR NA 37.4 24,384 26.4 18.0 11.9 46.8 50.8

Average 44.6 27.7 19.2 60.9 43.8

Source: Bloomberg, CMBIS
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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.

Disclosures
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.
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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
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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.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4



