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Excellence Commercial Property (6989 HK)

A Wholly Owned Subsidiary Of China Merchants Bank

Corporate services to fuel its 35% CAGR plan;

Maintain Buy

If we look closer at its strong 2021 growth, the contribution from business VAS
has improved to 22% vs. 14% in 2020. We believe this segment will see further
growth potential as the Company has a dominant position in large-corporate
property management (30% market share) that allows more penetration
opportunities. For example, its VAS service fees for some clients are even higher
than basic management fee at a ratio of 1.25 to 1. We believe this new growth
engine would lead to its guided 35% NP CAGR towards 2024. On the parentco
side, the group’s financial position remains healthy within the green category
which could lessen investors’ worries. We maintain Buy and the Company is
trading at attractive valuation of 5x 2022E P/E.

B 2021 results —in line: The Company delivered 57% growth in 2021 earnings
at RMB510mn, at the higher bounds of its 50-60% profit alert. The total
revenue grew 37% YoY to RMB3.5bn in 2021 mainly driven by VAS (+118%
YoY). GP Margin widened 1.4ppt YoY to 27.7% in 2021 and NPM widened to
14.7% in 2021 (+1.8ppt YoY), also driven by VAS segment (+6.9ppts YoY).
EPS was RMBO0.42/share (+24% YoY) and the Company declared a relatively
generous dividend of HK$0.36/share (+279% YoY), representing 72% payout
ratio (+48ppts YoY).

B Community and business VAS rose 118% YoY in 2021 to account for 23%
of revenue (+8.3ppts YoY). This growth has further facilitated the
establishment of value chain for commercial asset services and corporates
services, of which corporates services saw a high growth in performance.
Gross profit margin were lifted to 41.5% (+6.9% YoY) attributable to the
increased proportion of higher GPM businesses.

B Basic PM Business grew a steady 25% YoY in 2021, mainly driven by 29%
growth in managed GFA to 41.2mn sq m (contracted GFA at 56.8mn sq m). It
is worth noting that third-party GFA contribution is maintained at a stable and
healthy 83% of total commercial properties, which shows the organic growth
capabilities of the Company. However, similar industry wide, because there is
no longer social security subsidies in 2021 so GPM narrowed slightly to 22.9%
in 2021 (-1.2ppts YoY).

Earnings Summary
(YE 31 Dec) FY18A FY19A FY20A FY21A FY22E

Revenue (RMB mn) 1,223 1,836 2,525 3,467 4,980
YoY growth (%) 29.1 50.1 375 37.3 43.6
Net income (RMB mn) 126 179 325 510 733
EPS (RMB) N/A N/A 0.34 0.42 0.60
YoY growth (%) N/A N/A N/A 23.5 42.9
Consensus EPS (RMB) N/A N/A N/A N/A 0.63
P/E (x) N/A N/A 9.2 7.5 5.2
P/B (x) N/A N/A 1.2 1.1 0.9
Yield (%) N/A N/A 2.7 4.0 5.7
ROE (%) 55.4 59.8 11.2 15.9 20.7
Net gearing (%) Net cash Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIGM estimates
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Wholly Owned Subsidiary Of China Merchants Bank

Figure 1: 2021 results summary

RMB mn 2020 2021 YoY Diff. vs. Estimate
Revenue 2,525 3,467 37% -14%
- Property management senices 2,111 2,631 25%
- VAS 359 781 118%
- Other 55 56 1%
Gross profit 664 960 45%
Net profit 325 510 57% -9%
EPS (RMB) 0.34 0.42 24%
DPS (RMB) 0.08 0.30 279%
Dividend payout ratio 23% 72%  48.2 ppt
GP Margin 26.3% 27.7% 1.4 ppt 2.7 ppt
Net Margin 12.9% 14.7% 1.8 ppt 0.7 ppt
Managed GFA (mn sg m) 32.0 41.2 29%
Contracted GFA (mn sq m) 44.7 56.8 27%

Source: Company data, CMBIGM

Figure 2. Excellence CM PE trend
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Figure 3: PM sector comps

Ticker CMBI r. TP t price Mkt Cap profit growth (%)
(HK$) (HK$) (HK$ mn)

Country Garden Senices 6098 HK BUY 91.2 32.9 110,695 19.6 13.5 9.6 49.6 38.5
CR MixC Lifestyle 1209 HK BUY 56.0 36.0 82,056 43.2 30.9 229 37.7 34.4
A-Living 3319 HK HOLD 34.2 11.9 16,898 5.6 4.5 3.6 25.6 25.0
Greentown Senices 2869 HK HOLD 9.5 7.4 23,954 21.0 17.3 13.6 30.3 24.1
Ever Sunshine 1995 HK HOLD 12.7 10.0 17,455 21.7 15.4 11.2 43.4 38.1
Poly Senices 6049 HK HOLD 53.4 54.9 30,378 28.3 22.8 18.0 235 27.0
S-Enjoy 1755 HK SELL 8.6 9.0 7,814 9.2 6.7 4.9 42.7 36.4
Powerlong Commercial 9909 HK BUY 33.2 5.8 3,729 6.7 4.9 3.6 38.4 33.3
Excellence CM 6989 HK BUY 14.9 3.8 4,576 6.8 5.0 3.7 35.5 30.0
Central China New Life 9983 HK BUY 12.9 4.1 5,204 6.7 5.0 3.8 319 30.4
Sino-Ocean Senices 6677 HK BUY 7.1 3.7 4,416 8.7 6.0 4.4 37.9 36.5
New Hope Senices 3658 HK BUY 4.4 2.4 1,913 8.2 4.8 NA 55.5 NA
Redsun Senivices 1971 HK BUY 9.4 3.0 1,257 6.5 4.4 3.1 50.2 44.1
Evergrande Senices 6666 HK BUY 10.4 2.3 24,865 5.6 4.2 3.2 32.1 31.2
Sunac Senices 1516 HK BUY 29.8 4.4 13,391 8.4 57 4.1 45.0 37.9
COPH 2669 HK NR NA 9.6 31,620 34.1 24.9 19.0 30.7 28.8
Times Neighborhood 9928 HK NR NA 2.2 2,159 4.4 2.4 2.0 39.9 30.1
Aoyuan Healthy Life 3662 HK NR NA 1.8 1,285 2.8 1.9 1.5 41.3 31.2
Shimao Senivces 873 HK NR NA 4.0 9,873 6.3 4.4 3.2 40.7 38.2
KWG Living 3913 HK NR NA 2.8 5,729 6.5 4.3 3.2 51.7 32.7
Jinke Smart Senices 9666 HK NR NA 25.5 16,615 12.2 8.2 5.8 47.3 41.1
Average 22.6 16.4 12.2 39.4 33.8

Source: Bloomberg, CMBIGM

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



29 Mar 2022

14 B R

CMB INTERNATIONAL

® oA
hants Ba

Financial Summary

Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY18A FY19A FY20A FY21A FY22E YE 31 Dec (RMB mn) FY18A FY19A FY20A FY21A FY22E
Revenue 1,223 1,836 2,525 3,467 4,980 EBIT 205 331 498 NA 1,028
Basic property mgnt 1,067 1576 2,111 2,631 3,736 Depreciation and amortization (15) (28) (28) NA (31)
VAS 133 204 359 781 1,239 Change in working capital (332) (103) a7) NA 315
Other 24 56 55 56 6 Income tax paid (60) (74) (131) NA  (248)
Cost of sales (929) (1,403) (1,861) (2,507) (3,643) Others 7 3 202 NA 1)
Gross profit 294 433 664 960 1,337 Net cash from operating (164) 185 525 NA 1,125
Other income 3 17 23 46 39 Capex (16) (306) 42 NA  (172)
Other net losses (@) (16) 21 (6) (9) Associates/JV (21) 1 (11) NA )
Distribution expenses (8) () (15) (29) (25) Other (54) (460) 0 NA -
Administrative expenses 77) 97)  (195) (203) (314) Net cash from investing (92) (765) 30 NA  (174)
Operating profit 205 331 498 778 1,028
Equity raised - - 2,894 NA -
Finance expenses 1) (20) (30) (21) (2) Change of Debts 150 315 (91) NA  (110)
Associates/JV 7 6 9 9 10 Dividend paid - - (458) NA  (166)
Exceptional - - - - - Other 37 227 (30) NA 1)
Pre-tax profit 211 317 477 766 1,036 Net cash from financing 187 542 2,315 NA  (277)
Profits tax (55) (83) (121) (218) (257) Netchange in cash (69) (38) 2,870 (310) 674
After-tax profit 157 234 356 547 779 Cash at the beginning 554 485 447 3,317 3,537
Minority interest (31) (55) (31) (37) (46) Exchange difference - - - - -
Net profit 126 179 325 510 733 Cash at the end 485 447 3,317 3,007 4,210
Key ratios
YE 31 Dec FY18A FY19A FY20A FY21A FY22E
Sales mix (%)
Balance sheet Basic property mgnt services 87.2 85.9 83.6 75.9 75.0
YE 31 Dec (RMB mn) FY18A FY19A FY20A FY21A FY22E VAS 10.9 111 14.2 225 24.9
Non-current assets 115 589 596 323 799 Other 2.0 3.0 2.2 1.6 0.1
Fixed asset 49 55 64 48 83 Total 100.0 100.0 100.0 100.0 100.0
Investment properties 11 134 123 112 137
Associates/JV 40 40 51 58 54 Profit & loss ratios (%)
Intangible assets/Goodwill 3 338 326 75 496 Gross margin 24.1 23.6 26.3 27.7 26.8
Other non-current assets 11 22 31 29 28 EBIT margin 16.8 18.0 19.7 224 20.6
Net margin 10.3 9.7 12.9 14.7 14.7
Current assets 1,265 1,963 4,334 4,513 5,338 Effective tax rate 25.9 26.3 25.3 28.5 24.8
Cash 560 516 3,353 3,041 4,280
Account receivable 295 929 561 1,135 850 Growth rate (%)
Inventories 0 0 2 5 0 Revenue 29.1 50.1 37.5 37.3 43.6
Other current assets 411 517 418 332 209 Gross profit 26.0 47.3 53.1 44.6 39.3
EBIT 12.0 61.3 50.2 56.2 32.1
Current liabilities 1,002 1,874 1,243 1,473 2,053 Net profit attributable 15.3 41.9 82.1 57.0 43.7
Borrowings 150 465 194 75 10
Trade and other payables 766 1,276 893 1,077 1,880 Balance sheet ratios
Contract liabilities 45 63 82 216 96 Current ratio (x) 1.3 1.0 35 31 2.6
Deferred taxation 34 59 57 91 52 Net gearing ratio (%) -1.1 -0.1 -0.9 -0.9 -1.1
Lease liabilities 7 11 18 14 15
Returns (%)
Non-current liabilities 16 222 431 132 239 ROE 55.4 59.8 11.2 15.9 20.7
Borrowings 0 0 180 0 0 ROA 11.3 9.2 7.2 10.8 12.7
Other non-current liabilities 16 222 251 132 239
Per share data
Shareholders' equity 283 391 3,184 3,446 3,763 EPS (RMB) N.A. N.A. 0.34 0.42 0.60
Minority interest 80 65 72 21 83 DPS (RMB) N.A. N.A. 0.09 0.13 0.18
Total equity 363 456 3,256 3,466 3,846 BVPS (RMB) N.A. N.A. 2.60 2.82 3.08
Source: Company data, CMBIGM estimates
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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.

CMBIGM 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 CMBIGM

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 (“CMBIGM”) 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. CMBIGM 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. CMBIGM 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 CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM 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 CMBIGM 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. CMBIGM
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides the information,
advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM 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. CMBIGM may make
investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIGM 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 CMBIGM 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 CMBIGM may have a conflict of interest that could affect the objectivity of this report and CMBIGM 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 CMBIGM.

Additional information on recommended securities is available upon request.
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