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Greentown Management (9979 HK)

Recovered new contract growth, maintain BUY

Company's mgmt. shared its unaudited operating data on AGM. With factors
including 1) new contract value growth has shown recovery from 1Q22, 2) +50%
rev. growth to be delivered by government PIM in FY22, 3) commercial PIJM is
expected to improve with property market in 2H22, and 4) the launch of share
award scheme with increasing southbound shareholding, we maintain our BUY
rating with target price of HK$8.09, suggesting 18x 2022E P/E. Three upside
catalysts are worth waiting in our view:1) more obvious recovery on property
sales, 2) simplified & standardized capital project negotiation, and 3) funding
pressure of urban investment companies is largely eased.

B New contract value: still facing pressure in 2H22, better Apr & May is a
good sign. 1) Company estimates the number in 1H22 to be flat from 1H21
at RMB3.2bn, suggesting c. RMB5bn is to be signed in 2H22 if they target
+20% new contact value growth in FY22 (+23% in FY21). 2) RMB2.95bn was
completed in 2022 YTD, representing RMBO0.85bn in Apr & May 22, close to
RMBO0.88bn in 2Q21, showing recovery of contracting pace, which is positive
to share price in our view as slower growth in full year new contract value has
been priced in when 1Q22 data are released.

B Better fundamental in key business. 1) Government PJM segment is
estimated to have >50% rev. growth in FY22 to reach c.RMB860mn,
accounting for 30% of total rev.( 25% in FY21) given a pile of social-housing
projects signed in last two years moved to billable stage. 2) <10% of total rev.
was affected by declining property sales according to mgmt. as only ¢.20% of
total rev. linked to sales (calculation refer to report). We believe this part of
rev. (mainly commercial PIJM) will gradually improve in 2H22 as we see
recovering property sales sentiment (report 1, report 2)

B New business: slower negotiation progress but solid demand. 1) Capital
PJM is more complicated than expected and needs longer time for negotiation
process that results in delays in revenue contribution. It is expected to take
<10% of total rev. in FY22 and 20% in the LT. 2) Projects from unban
investment companies usually have longer bidding cycle, funding demand and
may require a guarantee on project sales, Greentown Mgmt. said to be more
selective and we think business growth of this part may deserve a discount
unless financial pressure is eased by central government as rumor says. The
demand seems quite solid from these two segments according to the
company.

B Valuation/Risks. Company announced a share award scheme that will use
future bonus of next three years of authorized employees in advance to
conduct share placement at HK$5. The award can be exercised when the
share price reaches HK$6.5. Southbound capital is showing interest in
Greentown Mgmt. with shareholding increased to 1.52%. With these support
to business operation, stock price, stock liquidity, we maintain our BUY rating
with target price unchanged at HK$8.09, suggesting 18x 2022E P/E. Risks:
1) further spread of COVID impact, and 2) Weaker performance of property
market.
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Stock Data

Mkt Cap (HK$ mn) 10,671
Avg 3 mths t/o (HK$ mn) 27.47
52w High/Low (HK$) 7.20/3.06
Total Issued Shares (mn) 1,958

Source: Bloomberg

Shareholding Structure
Greentown China Holings Ltd ~ 73.17%

SUPUR Industrial capital 2.99%
LOU GONGWANG 1.27%
Source: HKEXx

Share Performance
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Earnings Summary

(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E
Revenue (RMB mn) 1,813 2,243 2,767 3,242 3,722
YoY growth (%) 9.1 23.7 23.3 17.2 14.8
Net income (RMB mn) 439 565 719 857 982
EPS (RMB) 0.26 0.29 0.37 0.45 0.51
YoY growth (%) 15.4 12.4 27.2 19.2 14.6
Consensus EPS (RMB) N.A. N.A. 0.45 0.58 0.71
P/E (x) 17.4 15.5 12.2 10.2 8.9
P/B (x) 25 2.6 2.4 2.2 2.0
Yield (%) 3.7 4.4 4.9 5.9 6.7
ROE (%) 14.3 16.9 19.9 21.8 22.9
Net gearing (%) Net cash Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIGM estimates
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\ 18 42 E PR

CMB INTERNATIONAL

27 May 2022

Figure 1: Apr & May new contact value recovery
2019 2020 2021 2022E 1021 2021 3Q21 4Q21 1Q22 Apr & May YTD22 2Q22E

Newly contracted GFA (mn sqm) 16.0 18.7 22.8 27.3 12.0 9.0 3.0 4.6 6.1
yoygrowth — -20% 17% 22% 20%  23% 91%  -5%
Estimated service fee (RMB bn) 475 581 741 853 322 330 234 088 161 228 2410 085 295 1.20
yoy growth 22% 22% 20% 0% 2% 99% 28% -10% 36%
Estimated service fee per sqm (RMB) 297 311 312 312 268 259 295 347 37
yoy growth 46% 05% 00%

Source: Company data, CMBIGM

Figure 2: Greentown Management forward rolling P/E band (as of 20220526)
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Figure 3: Valuation table (as of 20220526)
Compal Ticker CMBI rating TP Last price Mkt Cap P/E Net profit growth (%)
(GLS) (GLS) (HK$ mn) 21A 22E 23E 22E 23E
Greentown Management 9979 HK Buy 8.1 5.5 10,671 15.5 12.2 10.2 27.2 19.2
Central China Management 9982 HK Hold 1.4 1.1 3,750 4.2 4.1 4.5 3.3 7.7
Average 12.6 10.1 8.7 21.0 12.2
Country Garden Services 6098 HK Buy 47.6 27.5 92,653 16.4 13.0 9.7 35.9 355
CR MixC Lifestyle 1209 HK Buy 56.0 38.7 88,219 46.5 32.6 24.7 38.9 31.4
A-Living 3319 HK Hold 34.2 11.8 16,756 5.6 5.3 4.7 5.2 17.1
Greentown Services 2869 HK Hold 7.9 7.6 24,808 21.8 19.5 15.3 12.6 27.9
Ever Sunshine 1995 HK Hold 12.7 8.6 15,002 18.6 14.0 10.5 32.8 35.5
Poly Services 6049 HK Hold 53.4 50.7 28,054 26.2 20.0 15.6 17.9 27.4
S-Enjoy 1755 HK Sell 8.5 7.9 6,843 8.1 6.8 5.1 21.4 33.7
Powerlong Commercial 9909 HK Buy 33.2 5.8 3,729 6.8 5.4 4.3 24.4 27.2
Excellence CM 6989 HK Buy 14.9 3.7 4,466 6.7 5.0 3.8 36.9 32.2
Central China New Life 9983 HK Buy 12.9 3.2 4,031 5.2 4.3 35 29.1 22.9
Sino-Ocean Services 6677 HK Buy 7.1 3.3 3,955 7.7 5.6 4.1 43.7 36.3
New hope Services 3658 HK Buy 4.4 2.2 1,799 7.7 4.5 n.a. 55.5 n,a,
Redsun Services 1971 HK Buy 9.4 3.2 1,316 6.8 na. n.a. na, na,
Evergrande Services 6666 HK Buy 10.4 2.3 24,865 5.6 4.2 3.2 32.1 31.2
Sunac Services 1516 HK Buy 7.0 3.7 11,452 7.2 5.8 4.6 25.4 25.6
Average 23.4 17.5 13.3 30.6 30.9

Source: Company data, Bloomberg, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Financial Summary

Income statement Cash flow summary
YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec (RMB mn) FY20A  FY21E FY22E FY23E FY24E
Revenue 1,813 2,243 2,767 3,242 3,722 Profit before tax 412 571 719 857 982
Commercial 1,312 1,478 1,723 2,002 2,286 D&A 24 25 24 24 24
Government 310 572 831 1,003 1,171 Change in working capital 503 57 52 9) 12
Other service 191 194 213 237 265 Others (81) (119) (191) (228) (261)
Cost of sales (947) (1,203) (1,511) (1,734) (1,982) Net cash from operating 903 566 698 771 910
Gross Profit 866 1,041 1,255 1,507 1,740
Capex (6) (21) (39) (46) (56)
Advance/repayment of long-term receivables ( 1 10) (238) - - -
Seling and marketing expenses (48) (93) (55)  (65) (74) Others 24 (238) 81 84 81
Administration expenses (331) (378) (439) (510) (582) Net cash from investing 92) (497) 43 37 26
Listing fee (34) - - - -
Other gains and losses (31) (10) - - - Dividends paid (15) (333) (431) (514) (589)
Operating profit 422 560 762 933 1,084 Advance fromfrepayment of arelated party (524) 25 - - -
Proceeds from issue of new shares 1,184 - - - -
Finance cost - net 47 110 96 101 107 Others (159) (15) (6) (6) (6)
Pre-tax Profit 525 722 910 1,08 1,243 Net cash from financing 486 (322) (437) (520) (595)
Income tax (117) (152) (191) (228) (261) Net change in cash 1,258 (260) 303 288 341
Discontinued operations 5 - - - - Exchange difference (39) (6) - - -
PROFIT FOR THE YEAR 412 571 719 857 982
Non-controlling interest 27) 5 - - - Cash at the beginning of the year 1,139 2,397 2,138 2,441 2,729
Net Profit attribute to 439 565 719 857 982 Cash at the end of the year 2,397 2,138 2,441 2,729 3,070
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec FY20A  FY21E FY22E FY23E FY24E
Current assets 3,321 3,701 4,348 4,948 5,604 Sales mix (%)
Bank balances and cash 2,397 2,138 2,441 2,729 3,070 Commercial 72.4 65.9 62.3 61.8 61.4
Trade and other receivables 388 749 924 1,082 1,242 Government 17.1 25.5 30.0 30.9 315
Contract assets 317 482 595 697 800 Others 10.5 8.6 7.7 7.3 7.1
Amounts due from related parties 203 240 206 347 398 Total 100.0 100.0 100.0 100.0 100.0
Other current assets 16 92 92 92 92
Growth (%)
Non-current assets 1,427 1,543 1,564 1,587 1,619 Revenue -9.1% 23.7% 23.3% 17.2% 14.8%
Property, plant and equipment 98 102 120 140 167 Gross profit -1.8%  202%  20.6%  20.1%  15.4%
Right-of-use assets 18 17 19 23 27 Operating profit -225%  328% 36.0% 225%  16.2%
Investment properties 53 47 47 47 47 Net profit 353% 28.7% 27.2% 192% 14.6%
Goodwill 769 769 769 769 769
Interests in associates and JVs 161 244 244 244 244 Pprofit & loss ratios (%)
Long-term receivables 210 238 238 238 238 Gross profit margin 47.8 46.4 45.4 46.5 46.8
Other non-current assets 117 126 126 126 126 Net profit margin 24.2 25.2 26.0 26.5 26.4
Total assets 4,748 5244 5912 6,534 7,222 Effective tax rate 22.4 21.0 21.0 21.0 21.0
Current liabilities 1,619 1,844 2,239 2,541 2,868 Balance sheet ratios
Trade and other payables 819 943 1,185 1,360 1,554 Cash/total assets (%) 0.5 0.4 0.4 0.4 0.4
Amounts due to related parties 199 246 309 355 405 Current ratio (x) 0.9 0.8 0.7 0.6 0.6
Contract liabilities 396 385 475 556 639 Receivable turnover days 78 122 122 122 122
Others 206 270 270 270 270 Payable turnover days 315 286 286 286 286
IBL to total assets 0.02 0.00 0.00 0.00 -
Non-current liabilities 26 29 29 29 29
Deferred tax liabilities 17 19 19 19 19 Returns (%)
Lease liabilities 9 10 10 10 10 ROE 14.3 16.9 19.9 218 22.9
Total liabilities 1,645 1,872 2,267 2,570 2,897 ROA 9.3 10.8 12.2 131 136

Equity to shareholders 3,075 3,341 3,614 3,934 4,295 Per share

Share capital 16 16 16 16 16 EPS (RMB) 0.26 0.29 0.37 0.45 0.51
Reserves 3,069 3,325 3,598 3,918 4,279 DPS (RMB) 0.17 0.20 0.22 0.27 0.31
Non-controlling interests 27 30 30 30 30 BVPS (RMB) 1.83 1.74 1.88 2.05 2.23
Total Equity 3,102 3,372 3,645 3,965 4,326

Source: Company and CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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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 or its affiliate(s) have investment banking relationship with the issuers covered in this report in preceding 12 months

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 Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets 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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This report has been provided only to persons (I)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 CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM 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
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