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Visible momentum in community VAS

BUY (Maintain)

In 1H20, Poly Property recorded growth in revenue and net attributable profit of Target Price HK$90.60
27.6% and 27.4% YoY respectively. Managed GFA was up 22% YoY, while (Previous TP HK$75.70)
overall gross margin decreased due to COVID impact on high-margin businesses. Up/Downside +33.8%
We believe community VAS will rebound after being under pressure, while the Current Price HK$67.70

Company is set to achieve its FY20E earnings target. We raise TP to HK$90.6
based on its average forward P/E of 47.8x. Maintain BUY.

China Property Service Sector

B Overallresultsinline; set to achieve FY20 earnings target. Poly Property
recorded revenue of RMB 3,601mn in 1H20, and net attributable profit of Bowen Li
RMB 400mn, an increase of 27.6% and 27.4% YoY respectively. Managed (852) 3657 6239
GFA was up 22% YoY, at 317mn sq m. Overall gross margin decreased by bowenli@cmbi.com.hk
3.2ppts to 20.4%, mainly due to COVID impact on high-margin community
VAS. Management reiterated its earnings target of 30-40% growth in FY20E, Samson Man, CFA
which we believe is achievable. (852) 3900 0853

B Stable GFA expansion on multiple fronts. During 1H20, the Company ST EIE el Cel s
signed 137 new third-party projects with contract value of approximately .

RMB650mn per year, more than half of which were regarding non-residential Mkt Cap (HKS mn) 37461
properties. New contracted GFA received from the parent company Avg 3 mths o (HKS mn) 180.18
increased by 9.1mn sg m during 1H20, while new contracted GFA from third- 52w High/Low (HKS) 92.85/40.8
party sources decreased by 13.8mn sq m due to expiration of a 60mn sq m Total Issued Shares (mn) " 553
public project. Managed GFA remains evenly split between parent company Gotee Ehaa

and third-party sources, signaling equal emphasis on both fronts.

B Despite COVID impact, community VAS is where momentum lies. High- ﬁg@reDZ?,L%g%]irtUCture 72.3%
margin community VAS business such as certain home services, community Free float 27 7%
media and community space came under pressure during the COVID-19 Source: HKEx
outbreak, resulting in an overall decline in community VAS GPM (30.2% in
1H20; -13.9ppts YoY). Meanwhile, travel restrictions during the pandemic Share Performance :
enabled community retail to thrive, and new vertical businesses such as - Abf;g‘;z Rf';gvoz
move-in and furnishing have shown strong momentum. We believe that 1) 3-mth _4'5% _14'3%
Poly Property’s strong foothold in tier 1/core tier 2 cities and 2) the sheer 6-mth 18.8% 24.7%
scale of community VAS market under the Company are major catalysts for 12-mith NA. NA.
pressured VAS to make a swift recovery post-COVID. S Joag

B Raise TP to HK$90.6. We revise down 2020E/21E earnings by 2.4%/0.7% 12-mth Price Performance
after 1H20 results. We believe that Poly Property remains a top tier player (HK$)  ——6049HK  —— HSI (rebased)
within the sector with a clear edge in terms of developer background, 100
expansion capability in the third-party property market, and public property 90
niche. We raise TP from HK$75.7 to HK$90.6 based on its average forward T
P/E of 47.8x. Maintain BUY. &0

Earnings Summary e

(YE 31 Dec) FY18A FY19A FY20E FY21E FY22E 1

Revenue (RMB mn) 4,229 5,967 8,098 10,545 13,173 Yoo g e
YoY growth (%) 30.5 41.1 35.7 30.2 24.9

Net income (RMB mn) 328 491 706 940 1,211 S
EPS (RMB) N/A 1.21 1.28 1.70 2.19 )

YoY growth (%) N/A N/A 53 33.1 28.9 ALRlE £29
Consensus EPS (RMB) N/A N/A 1.34 1.83 2.49

P/E (x) N/A 50.1 47.6 35.7 27.7

P/B (x) N/A 6.5 6.1 5.5 4.8

Yield (%) N/A 0.5 0.7 0.9 11

ROE (%) 50.5 9.7 12.7 15.1 17.1

Net gearing (%)

Net cash Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIS estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
MORE REPORTS FROM BLOOMBERG: CMBR AND http://www.cmbi.com.hk
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Figure 1: 2020 interim results

1H20 1H19 YoY Remarks
Revenue 3,601 2,822 27.6%
Property management services 2,286 1,823 25.4%
Non-owner VAS 554 459 20.8%
Community VAS 761 540 40.8%
Cost of sales (2,867) (2,156) 33.0%
Gross Profit 734 667 10.1% GPM -3.2% YoY due to COVID impact on community VAS
Other income 89 15 484.1% RMB 48mn in bank interest income; RMB 30mn in govt. grants
Administrative expenses (309) (245) 26.1%
Other expenses 0) 2) -19.1%
EBIT 514 436 17.7%
Share from JV/Associate 9 10 -9.8%
Finance cost ©) 0) -8.3%
Exceptional 34 9) n.a.
Pre-tax Profit 556 437 27.2%
Income tax (145) (116) 24.9%
Profit for the period 411 321 28.0%
Non-controlling interest (11) @) 54.7%
Net profit attr. to shareholders 400 314 27.4%
Source: Company data, CMBIS
Figure 2: Revenue Figure 3: GFA under management
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B Property management services ® Non-owner VAS

= Poly Development Third-party developers
Community VAS

Source: Company data, CMBIS Source: Company data, CMBIS
Figure 4: Gross profit margin Figure 5: Community VAS revenue by segment
% of % of
60% - (RMB mn) FY19 total 1H20 total
500 Move-in and furnishing 192.5 17% 199.3 26%
-
40% Community retail 119.3 10% 176.1 23%
6
Parking lot management 182.7 16% 100.8 13%
30% 1 23.6% ; i
17.9% 20.1% 20.3% 20.4% Community media 65.4 6% 34.4 5%
20% A y +
0 7 —_— Community space mgmt 136.7 12% 49.1 6%
10% A Community convenience
& others 457.7 40% 201.4 26%
0% T T T T
2017 2018 2019 1H19 1H20 Total 1,154  100% 761.1 100%
—+—Property management Non-owner VAS
Community VAS =+ Qverall
Source: Company data, CMBIS Source: Company data, CMBIS

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Figure 6: Earnings revision

New Old Diff (%)
RMB mn FY20E FY21E FY20E FY21E FY20E FY21E
Revenue 8,098 10,545 8,333 10,559 -2.8% -0.1%
Gross Profit 1,599 2,237 1,762 2,277 -9.2% -1.8%
EBIT 937 1,295 1,002 1,313 -6.5% -1.4%
Net profit 706 940 724 947 -2.4% -0.7%
EPS (RMB) 1.28 1.70 1.31 1.71 -2.4% -0.7%
Gross Margin 19.7% 21.2% 21.1% 21.6% -1.4ppts -0.4ppts
EBIT Margin 11.6% 12.3% 12.0% 12.4% -0.5ppts -0.2ppts
Net Margin 8.7% 8.9% 8.7% 9.0% Oppts -0.1ppts

Source: Company data, CMBIS estimates

Figure 7: Forward P/E
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Source: Bloomberg, CMBIS
Figure 8: Peer group valuation table
Company Ticker Last price Mkt Cap P/E
(HK$) (HK$ mn) 19A 20E 21E
Large-size property management companies
COUNTRY GARDEN S 6098 HK 51 140,728 72.6 54.3 39.5
A-LIVING SERVI-H 3319 HK 40.7 54,267 39.5 28.0 21.3
POLY PROPERTY -H 6049 HK 67.7 37,461 50.0 45.2 33.0
Average for leaders 54.0 42.5 31.2
Mid-size property management companies
GREENTOWN SERVIC 2869 HK 10.06 32,365 52.8 41.0 31.9
CHINA OVERSEAS P 2669 HK 6.98 22,942 42.7 33.9 26.1
EVER SUNSHINE LI 1995 HK 14.6 24,388 89.4 55.4 36.1
S-ENJOY SERVICE 1755 HK 24.4 19,962 64.1 41.5 28.0
CENTRAL CHINA NE 9983 HK 10.8 13,446 N.A. 30.0 21.3
POWERLONG COMMER 9909 HK 25.9 16,097 52.5 48.6 33.5
SICHUAN LANGUANG 2606 HK 52.15 9,288 15.0 13.8 10.4
TIMES NEIGHBORHO 9928 HK 11.62 11,454 79.8 42.5 24.7
COLOUR LIFE SERV 1778 HK 4.08 5,936 10.0 9.5 8.7
AOYUAN HEALTHY L 3662 HK 7.19 5,222 27.0 19.3 13.7
KAISA PROSPERITY 2168 HK 29.95 4,612 22.9 16.3 11.8
BINJIANG SERVICE 3316 HK 19.98 5,523 40.5 30.7 23.4
Average for mid-size 45.2 319 22.5

Source: Bloomberg, CMBIS

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) FY18A FY19A FY20E FY21E FY22E YE 31 Dec (RMB mn) FY18A FY19E FY20E FY21E FY22E
Turnover 4,229 5967 8,098 10,545 13,173 Profit before tax 463 685 986 1,312 1,690
Property management 2,910 3,844 5,186 6,739 8,411 D&A 27 33 20 20 20
VAS to non-property 697 969 1,250 1,563 1,890 Chg in working capital 74 164 (64) (82) (85)
Community VAS 623 1,154 1,662 2,244 2,872 Others (131) (188) (277) (366)  (466)
Cost of sales (3,378) (4,756) (6,499) (8,308) (10,326) Net cash from operating 433 694 665 884 1,160
Gross Profit 851 1,211 1,599 2,237 2,847
FA Capex & Inv, net 8 23 (42) (42) (42)
Other income 24 59 100 40 40 Associated companies (31) (26) - - -
Administrative expenses (415) (574) (761) (981) (1,212) Others - - - - -
Other expenses 4) 1) ) ) (2) Net cash from investing (23) ?3) (42) (42) (42)
EBIT 456 695 937 1,295 1,673
Equity raised - 4,215 - - -
Share from JCE 5 16 16 18 18 Chg of debts - - - - -
Finance cost,net (1) (1) 1) 1) (1) Others (213) (176) (212) (282) (363)
Exceptional 3 (25) 34 - - Net cash from financing (213) 4,039 (212) (282) (363)
Pre-tax Profit 463 685 986 1,312 1,690 Netchange in cash 197 4,730 411 560 754
Cash at the beginning 1,597 1,794 6,524 6,935 7,495
Income tax (127) (182)  (261) (348) (448) Exchange difference - (15) - - -
PROFIT FOR THE YEAR 336 503 724 964 1,242 Cash at the end of the year 1,794 6,509 6,935 7,495 8,249
Non-controlling interest (8) (13) (18) (24) (31)
Net Profit to shareholders 328 491 706 940 1211 Key ratios
YE 31 Dec FY18A FY19A FY20E FY21E FY22E
Sales mix (%)
Property management services 688 644 640 639 639
Value-added services to non-property owners 16.5 16.2 15.4 14.8 14.3
Community value-added services 14.7 19.3 20.5 21.3 21.8
Ba|ance Sheet Total 100 100 100 100 100
YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E
Non-current assets 255 268 306 346 386 Profit & loss ratios (%)
Property, plant and 91 99 119 139 159 Gross margin 20.1 20.3 19.7 21.2 21.6
Intangible assets 99 96 98 100 102 EBIT margin 10.8 11.6 11.6 12.3 12.7
Others 65 73 89 107 125 Net margin 7.8 8.2 8.7 8.9 9.2
Effective tax rate 27.4 26.6 26.5 26.5 26.5
Current assets 2,297 7,303 7,931 8,682 9,628
Inventories 66 46 63 81 100 Growth (%)
Trade and other receivables 196 391 531 692 864 Revenue 30.5 41.1 35.7 30.2 24.9
Cash and cash equivalents 1,812 6,509 6,940 7,513 8,267 Gross profit 46.6 42.2 32.1 39.9 27.3
Others 224 357 397 397 397 EBIT 58.8 52.3 34.8 38.2 29.2
Net profit 49.7 49.3 44.0 33.1 28.9
Total assets 2,652 7,571 8,237 9,028 10,014
Balance sheet ratios
Current liabilities 1,831 2,424 2,555 2,652 2,759 Current ratio (x) 2.1 2.0 2.0 2.0 3.0
Trade and other payables 1,081 1,434 1,526 1,623 1,730 Receivable turnover days 17 24 24 24 24
Contracted liabilities 704 3 3 3 3 Payables turnover days 21 19 19 19 19
Others 45 988 1,026 1,026 1,026 Inventory turnover days 7 4 4 4 4
Net debt / total equity ratio (%) Netcash Netcash Netcash Netcash Netcash
Non-current liabilities 29 25 27 27 27
Deferred income tax liabilities 13 13 13 13 13 Returns (%)
Others 15 12 14 14 14 ROE 50.5 9.7 12.7 15.1 17.1
ROA 13.2 6.6 8.8 10.7 12.4
Total liabilities 1,859 2,449 2,582 2,678 2,786
Per share
Equity to shareholders 650 5,055 5570 6,228 7,075 EPS (RMB) N/A 1.21 1.28 1.70 2.19
Non-controlling interests 43 67 85 109 140 DPS (RMB) N/A 0.31 0.38 0.51 0.66
Total Equity 693 5122 5654 6,337 7,215 BVPS (RMB) N/A 9.30 9.89 11.07 12.60

Source: Company data, CMBIS 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.

Disclamier
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 (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 CMBIS.

For recipients of this document in the United States

This report is intended for distribution in the United States to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange
Act of 1934, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this research
report by its acceptance hereof represents and agrees that it shall not distribute or provide this research report to any other person.

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 5



