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China Property Sector B

NBS May data is at the sweet spot
OUTPERFORM

(Maintain)

We think NBS May data is at the sweet spot to drive up sector sentiment as 1)
on one hand, May’s property sales beat with 30% MoM increase in sales value,
higher than the seasonality of +10% MoM in May 2021 and YoY decline China Property Sector
narrowing. This has ignited the decline of overall inventory again. 2) On the other
hand, property investment remained very weak at -8% YoY driving 5M22 REI at
-4% (the worst ever), which means property loosening needs to be further
strengthened for GDP growth (REI indirectly contributed 20%). Therefore, we call
this as the sweet spot (sales recovering + weak REI = more policies to Xiao Xiao

support fundamental). In the recent history, this sweet spot only happened in (852) 3761 8952
2H15 which led to heavy policy loosening (national rate cut in Oct 2015, deed tax
cut in Feb 2016) and 36%/11% sales value rise in 2016/2017. Therefore, we
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remain strong buy on the sector and top picks are COLI/CIFI/CR Land. For PM Miao Zhang
sector, we think it may benefit from both property sales recovery (GFA growth) (852) 3761 8910
and consumption (Community VAS). So PM sector could see more upside and zhangmiao@cmbi.com.hk

our preference is Ever Sunshine/Jinke PM/CGS (beta). Key risk: debt default.

B NBS property data in May 2022 slightly beat market expectation which has
been the strongest since 2016 (PBOC lowered first-home mortgage rate floor
by 35bps to 4.25%), partly on reopening and policy support. Details are below:

Positive surprise:

- Property sales saw volume and value improved MoM by 25%/ 30%
in May 22. This is better than the seasonality in May 2021 (at only
13%/10% MoM). The YoY decline in May also narrowed to 32%/38%
compared to 39%/47% in April owing to slightly lower base and easing
pandemic starting from 2"¢ half of May. That has concluded 5M22 sales
volume/value decline at 24%/32% which remained challenging. However,
given the policy and high-frequency data, we expect sales to further
improve in Jun and 2H, led by tier 1-2 cities so 1H/2H sales value at -28%
YoY/+10% YoY (low base at -17% in 2H21). Therefore, 2022E sales
value is estimated to decline at -9% YoY.

- Completed but unsold inventory declined MoM: The overall unsold
inventory was 554/268mn sqm in May 2022 (down 1% MoM).

Negative surprise:

- Property investment remained weak to decline 8% YoY in May (vs. -
10% YoY). This lacklustre figure was partly driven by -42% YoY in new
starts and -67% in primary land GFA transaction among top 100 cities.
This has led to a REI YoY decline of 4% in 5M22, the worst ever. As REI
has a direct/indirection contribution of 20% to overall GDP, we may see
policy relaxation trend to continue.

- Completion decline widened in May. The completed GFA saw 31%
decline YoY, vs. -13% in Apr. This is the only figure that shows a
worsening sign compared to April.

B Further sales recovery in June according to our leading indicator (GAIN):
the national sales improvement in May has proven in line with GAIN (Figure
2, one-month leading) which shows May is the inflection point and Jun will
rebound strongly. Based on the high-frequency data, primary sales in first two
weeks of June continued to strengthen at 31% MoM and -38% YoY (a
narrowing decline).
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B Key risk: coming debt payment: Jun/July 2022 is another debt repayment
peak with USD10.6bn, vs. USD8bn in Aug/Sep and USD8bn in Apr/May.
Names that face potential pressure are Powerlong (USD200mn due in 25
July), Central China (USD500mn in Aug) and Agile (USD600mn in Aug) and
KWG (USD900 in Sep). Since the sales recovery is unlikely to be fast enough
to solve all the debt issues, we think these names will face some volatility in
the next few months.
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Figure 1: Quick view of national property data in 5M22

YoY MoM
Property GFA sold (mn sgm) 110 -31.8% 25.1% 88 -38.7% 507 -23.6% 1,794 1.9%
Property sales (RMB bn) 1,055 -37.7% 30.1% 811 -46.8% 4,834 -31.5% 18,193 4.8%
New starts (mn sgqm) 119 -41.8% 19.6% 99 -44.0% 516 -30.6% 1,989 -11.4%
GFA under construction (mn sgm) 8,315 -1.0% 1.6% 8,186 0.0% 8,315 -1.0% 9,754 5.2%
GFA completion (mn sgm) 33 -313% 6.5% 31 -13.4% 234 -15.3% 1,014 11.2%
Property investment (RMB bn) 1,298 -7.8% 14.0% 1,138 -10.1% 5,213 -4.0% 14,760 4.4%

Domestic loans of developers (RMB bn) 121 -34.0% -7.6% 131 -28.2% 805 -26.0% 2,330 -12.7%
Source: NBS, CMBIGM

Figure 2: Leading indicator GAIN — a strong sales recovery in June
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Source: NBS, CMBIGM

Figure 3: High-frequency data in 30 major cities
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Major Cities ~ —Avg Units Sold Since 2010 (LHS)  —4W Avg YoY (RHS)
Primary Market 582022 5152022 5/22/2022 5/29/2022 652022 6/12/2022
Units Sold 13,086 21,010 19,338 23287 18 827 25784
Weekly oY -58% -45% -51% -35% -55% -30%

Source: Wind, CMBIGM
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Figure 4: Recent big policy
Recent Housing Policy Relaxations

City Date Policy
National 5/20/2022 Cut LPR to 4.45%
National 5/15/2022 Cut first-home Mortgage rate can be as low as 5Y LPR - 20bps
Wenzhou 6/14/2022 New mortgage rule with only interests payment in first 3 yrs
Nanjing 6/13/2022 Further relaxed purchase restrictions on non-residents
Guangzhou 6/6/2022 Relaxes HPR by allowing interruption in social security payments
Qingdao 6/5/2022 Relaxes HPR
Foshan 6/5/2022 Relaxes HPR
Tianjin 5/18/2022 Relax Hukou restrictions
Hangzhou 5/17/2022 3rd child familes can buy up to 3 homes
Suzhou 5/9/2022 Relaxes housing transfer lockup from 3 yrs to 2 yrs

Source: Wind, CMBIGM

Figure 5: Property sector comps

Ticker Last price Mkt Cap TP Dividend Yield
(LC) (LC mn) (LC)
Vanke - H 2202 HK 16.66 232,788 33.92 43 3.8 3.6 07 8% 6%
coul 688 HK 21.55 235,862 30.48 54 5.1 45 0.5 6% 6%
Country Garden 2007 HK 419 96,992 13.36 26 2.0 1.7 07 13% 9%
CR Land 1109 HK 32.40 231,042 4479 7.8 7.3 6.7 0.9 5% 5%
Longfor 960 HK 32.45 197,223 52.58 9.5 6.5 6.2 1.5 6% 7%
Shimao 813 HK 4.42 16,786 44 .94 1.2 1.0 0.9 NA 26% 29%
Agile 3383 HK 2.84 11,124 13.89 1.2 1.1 1.0 0.2 26% 8%
KWG 1813 HK 210 6,685 17.87 1.0 0.8 0.7 0.3 38% 10%
Times China 1233 HK 2.18 4,582 16.20 0.9 0.6 0.5 0.3 39% 9%
China SCE 1966 HK 1.06 4,475 5.60 1.2 1.0 0.8 0.3 28% 12%
Redsun 1996 HK 2.58 8,214 3.52 52 4.1 3.5 0.4 6% MNA
Vanke - A 000002 CH  17.75 199,788 31.36 45 4.0 3.8 07 7% 6%
Radiance 9993 HK 4.03 16,302 5.55 45 4.0 33 0.6 8% MNA
Dafa 6111 HK 0.40 325 8.32 1.0 0.5 0.5 0.9 NA MNA
Dexin 2019 HK 2.67 7,213 3.56 7.2 6.4 5.6 1.0 7% NA
Average 3.8 3.2 2.9 0.6 16.0% 9.7%

Source: BBG, CMBIGM
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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
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 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.

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 (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 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
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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