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Greentown Management (9979 HK)

Reverse roadshow takeaways: high demand
continues, Maintain Buy

BUY (Maintain)

Target Price HK$9.39
Greentown Management shared on its reverse roadshow that new contract value | yp/Downside 30.4%
recorded 21.2% /22.4% YoY growth in 4M23/1Q23 (inline) and the client structure | ~,(rent price HK$7.20
continues to improve with projects from Fls already contributed 20.7% of total in
1Q23 (vs. 11.7% in 2022). We found that demand is holding up high with projects | China Project Management
from local SOEs benefit from the effect of “trust by one, trust by more”, and projects Miao ZHANG
from FIs have a chance to sign contact in batches rather than one by one in the (852) 3761 8910
future. We maintain BUY with TP unchanged at HK$ 9.39 on company’s dominant zhangmiao@cmbi.com.hk
market share, stable order growth and profit growth, good cash flow and high T
dividend pay-out ratio. st
ock Data
B New contract growth inline, structure further improved. The Company | Wi cap (Hks mn) 7200
booked new contract value of RMB 2.68bn/2.46bn in 4M23/1Q23 (21.2% | Avg 3 mths t/o (HK$ mn) 18.0
122.4% YoY growth), although it implies only RMB 0.22bn in April, 9% YoY | 52w High/Low (HK$) 7.91/4.45
growth even with a low base last year. We expect order momentum to pick up | Total Issued Shares (mn) 2,010
in May/June as historical pattern showed the orders mostly came in towards | Source: Factset
a quarter end (Figure). The Company is aiming to achieve +20% YoY order | Shareholding Structure
growth in 2023E. Client structure continued to improve with FlIs contributing | Greentown China Holings Ltd 71.3%
20.7% of total in 1Q23 vs.11.7% in 2022 as major clients like Pin An Real SUPOR Industrial capital 2.9%
Estate, Cinda Assets and Huarong Trust stayed active. Source: HKEx
B Takeaways from project visit: sustained demand from local SOEs and Fls. Share Performance
1) local SOEs projects have an effect of “earn trust from one, get trust Absolute Relative
from more”. We visited Pukai Jiangnan Chunyi project, a Chinese garden | 1mth 8.4% 2.7%
villa project with an ASP of RMB 145K/sgm (c. RMB 40mn/unit). The 1% batch 22:2 2?'30//;’ 1‘7‘;02
of 186 units were sold out in two hrs with 310 buyers’ registration even without | oo - Focsa ' )
any marketing activities, and >80% buyers made the full payment. The big ,
success attracted more local SOEs like Lujiazui Group, SPDB etc. to seek l(fK;mth Price Pe”““;;g‘;i
cooperation with the Company and five more projects have been signed with | s.00 HSI (Rebased)
local SOEs in SH after that. 2) More demand from Fls that carries land asset | 75
package give more chances for the Company to sign Fl projects in a | 650
batch other than one by one in the future. High demand from local SOEs g%
and Fls is driving the Company to optimize organization by setting up five | 5%
regional level companies to absorbing more demand according to the | 400 = - i Fezs  weps
management. Source: FactSet
B Maintain BUY with TP unchanged at HK$9.39. Given company’s dominant
market share (26% in 2022), asset light model, stable order growth (est. +20%
in 2023E), strong profit growth (est. ~25-30% in 2023E) and exceptionally high
dividend pay-out ratio (>80%), we maintain BUY with TP unchanged at HK$
9.39, reflecting 18x 2023E PE. Catalysts: successfully signing of FI projects in
batch, and higher-than-expected 1H23 earnings. Risks: worse-than-expected
macro, and lower-than-expected demand.
Earnings Summary
(YE 31 Dec) FY21A FY22A FY23E FY24E FY25E
Revenue (RMB mn) 2,243 2,656 3,372 4,294 5,465
YoY growth (%) 23.7 18.4 27.0 27.4 27.3
Net profit (RMB mn) 565 745 935 1,174 1,461
EPS (RMB) 0.29 0.38 0.48 0.61 0.75
Consensus EPS (RMB) n.a. n.a. 0.47 0.58 0.76
P/E (x) 22.0 16.9 13.4 10.7 8.6
P/B (x) 3.7 34 37 35 33
Yield (%) 31 5.9 6.0 75 9.3
ROE (%) 16.9 19.9 27.8 33.1 38.8
Net gearing (%) Net cash Net cash Net cash Net cash Net cash
Source: Company data, Bloomberg, CMBIGM estimates
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Figure 1: new contracts

Greentown Mgmt. - new contracts

Newly contracted GFA (mn sqm) 4.64 6.10 6.56 n.a. 9.02 5.98 8.22 n.a.
QoQ Growth 54% 31% 8% n.a. n.a. -34% 37% n.a.
YoY growth 91% -6% -27% n.a. 94% -2% 25% n.a.

Estimated service fee (RMB bn) 1.61 2.28 2.01 2.05 2.55 2.00 2.46 2.68
QoQ Growth 83% 42% -12% 2% 24% -22% 23% n.a.
YoY growth 99% 28% -14% 133% 58% -12% 22.4% 21.2%

Source: Company data, CMBIGM

Figure 2: The last month usually contributed more for the quarter

ov-22 Dec-22
Estimated service fee (RMB bn) 0.59 0.60 0.81

Source: Company data, CMBIGM

Source: Company data, CMBIGM

Figure 4: Valuation table

TP Mki
(HKS)  (HKS) (HKSm

PJM

Greentown Management 9979 HK BUY 9.4 7.2 14,472 16.9 134 10.7 256 255 4.9% 5.4% 80%
Central China Management 9982 HK BUY 07 04 1,613 41 42 46 -1.3 - 101 15.2% 16.6% 60%
Average 15.6 12.5 10.1 22.9 21.9 6% 6% 18%
PM

Binjiang Services 3316 HK BUY 229 6315.9 7.104 132 103 7.9 322 306 4.4% 5.7% 58%
Onewo 2602 HK. BUY 307 361201 44,193 216 1“7 116 450 263 0.9% 11% 20%
Country Garden Services 6098 HK BUY 101 339337 49,518 8.1 6.5 57 130.0 132 1.7% 4.6% 13%
CR MixC Lifestyle 1209 HK BUY 372 849090 99,289 324 261 207 278 259 1.4% 1.7% 44%
A-Living 3319 HK HOLD 54 76538 9.764 33 33 3.0 98 101 0.0 21% 0.0%
Greentown Senvices 2869 HK BUY 46 147397 16,776 240 16.8 13.7 39.9 218 22% 2.8% 54%
Ever Sunshine 1995 HK HOLD 31 533581 5335 96 47 38 99.9 265 28% 5.9% 27.0%
Poly Senices 6049 HK BUY 405 224100 27,362 173 144 nr 212 224 15% 17% 26%
S-Enjoy 1755 HK SELL 42 3685.7 5,289 72 52 45 414 177 4.4% 6.5% 32%
Powerlong Commercial 9909 HK BUY 43 27516 3,639 48 445 40 211 121 T1% 8.0% 34%
Excellence CM 6989 HK BUY 245 30021 3.454 6.1 46 39 440 16.9 6.0% 10.2% 37%
Central China Mew Life 9983 HK BUY 28 3554.9 3,555 59 5.0 45 10.2 14.1 16.8% 14.8% 1.0
Sino-Ocean Senvices 6677 HK BUY 17 20128 2,190 246 36 34 na 89 8.4% 10.1% 21
New Hope Senices 3658 HK BUY 16 1327.0 1,400 49 49 43 131 145 8.6% 8.4% 42%
Redsun Senvices 1971 HK BUY 1.7 7014 797 56 18 n.a. n.a. n.a. n.a. 16.2% n.a.
Evergrande Senices 6666 HK BUY 23 248648 24,865 79 38 na 61.9 na na 38% na
Sunac Senices 1516 HK BUY 24 7367.0 10.852 35 71 59 na. 152 6.6% 5.2% 23%
Jinmao Sewices 816 HK HOLD 3T 3336.5 3.716 8.8 6.6 5.2 304 258 0.0% 6.0% 0%
COPH 2669 HK. NR 80 263278 30,634 206 16.1 128 284 265 15% 19% 31%
Times Neighborhood 9928 HK NR 0.6 5618 700 37 35 31 na. 1.3 4.5% 44% -16%
Aoyuan Healthy Life 3662 HK NR 19 1350.8 1,351 59 16 n.a. 854 n.a. n.a. 237% n.a.
Shimao Services 873 HK. NR 17 41959 5,183 -38 75 6.6 na 132 0.0% 0.0% 0%
KWG Living 3913 HK NR 0.9 1762.5 2330 938 31 27 n.a. 16.0 0.0% 0.0% 0%
Jinke Smart Senvices 9666 HK. NR 11.8 7690.6 8.030 3.6 123 10.5 n.a. 18.0 0.0% 1.0% 0%
Average 18.1 14.4 1.4 4.7 20.3 1.8% 3.0% 28.8%

Source: Company data, CMBIGM
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Financial Summary

INCOME STATEMENT 2020A 2021A 2024E 2025E
YE 31 Dec (RMB mn)

Revenue 1,813 2,243 2,656 3,372 4,294 5,465
Cost of goods sold (947) (1,203) (1,267) (1,681) (2,152) (2,742)
Gross profit 866 1,041 1,389 1,691 2,143 2,723
Operating expenses (379) (471) (609) (691) (844) (1,067)
Selling expense (48) (93) (120) (145) (176) (224)
Admin expense (331) (378) (489) (546) (668) (843)
Operating profit 25 42 (14) 28 28 28
Other gains/(losses) (31) (10) (73) (30) (30) (30)
Share of (losses)/profits of associates/JV 56 52 58 58 58 58
Interest income 49 116 166 144 145 149
Interest expense 1) (6) (@) ()] @ (@)
Pre-tax profit 525 722 925 1,165 1,464 1,825
Income tax (117) (152) (189) (238) (300) (374)
After tax profit 412 571 735 926 1,165 1,452
Minority interest 27) 5 9) 9) 9) 9)
Net profit 429 565 745 935 1,174 1,461
Core net profit 425 559 795 na na na
Gross dividends 332,855 391,595 763,800 na na na
BALANCE SHEET 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec (RMB mn)

Current assets 3,321 3,701 3,858 4,423 5,228 6,239
Cash & equivalents 2,397 2,138 1,933 2,041 2,257 2,521
Restricted cash 16 13 153 153 153 153
Account receivables 388 749 824 1,046 1,332 1,695
Inventories 0 0 0 0 0 0
Financial assets at FVTPL 0 80 75 75 75 75
Non-current assets 1,427 1,543 2,304 1,926 1,958 2,001
PP&E 98 102 109 139 166 203
Right-of-use assets 18 17 19 24 28 34
Investment in JVs & assos 161 244 317 317 317 317
Intangibles 0 0 412 0 0 0
Goodwill 769 769 982 982 982 982
Financial assets at FVTPL 93 101 67 67 67 67
Total assets 4,748 5,244 6,161 6,349 7,185 8,240
Current liabilities 1,619 1,844 2,087 2,659 3,327 4,168
Short-term borrowings 0 0 0 0 0 0
Account payables 819 943 1,173 1,556 1,992 2,538
Tax payable 146 179 217 217 217 217
Lease liabilities 9 5 8 8 8 8
Contract liabilities 396 385 433 550 700 891
Non-current liabilities 26 29 201 201 201 201
Obligations under finance leases 9 10 9 9 9 9
Total liabilities 1,645 1,872 2,288 2,860 3,529 4,369
Share capital 16 16 17 17 17 17
Retained earnings 1,411 1,534 1,717 1,904 2,139 2,431
Other reserves 1,648 1,791 2,006 1,443 1,386 1,318
Total shareholders equity 3,075 3,341 3,739 3,364 3,541 3,765
Minority interest 27 30 134 125 115 106
Total equity and liabilities 4,748 5,244 6,161 6,349 7,185 8,240

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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CASH FLOW 2021A 2022A 2023E 2024E 2025E
YE 31 Dec (RMB mn)

Operating

Profit before taxation 412 571 735 926 1,165 1,452
Depreciation & amortization 24 25 24 24 24 24
Tax paid (81) (119) (118) (238) (300) (374)
Change in working capital 503 57 29 115 79 93
Net cash from operations 903 566 714 903 1,105 1,401
Investing

Capital expenditure (6) (18) (46) (76) (83) (104)
Acquisition of subsidiaries/ investments 1) 8 0 0 0 0
il:ls‘tasptrr?](‘:;?gs from disposal of short-term 3 (69) 4 0 0 0
Net cash from investing (92) (497) (253) 63 57 39
Financing

Dividend paid (15) (333) (764) (748) (939) (1,169)
Net borrowings (1) (4) ) ) (@) (@)
Proceeds from share issues 1,135 0 0 0 0 0
Share repurchases (100) 0 0 0 0 0
Net cash from financing 486 (322) (769) (755) (946) (1,176)
Net change in cash

Cash at the beginning of the year 1,139 2,397 2,138 1,830 2,041 2,257
Exchange difference (39) (6) 0 0 0 0
Cash at the end of the year 2,397 2,138 1,830 2,041 2,257 2,521
GROWTH 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

Revenue (9.1%) 23.7% 18.4% 27.0% 27.4% 27.3%
Gross profit (1.8%) 20.2% 33.4% 21.7% 26.7% 27.1%
Operating profit na 68.8% na na 0.0% 0.0%
Net profit 26.1% 31.9% 31.7% 25.6% 25.5% 24.4%
PROFITABILITY 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

Gross profit margin 47.8% 46.4% 52.3% 50.1% 49.9% 49.8%
Operating margin 1.4% 1.9% (0.5%) 0.8% 0.7% 0.5%
Return on equity (ROE) 18.4% 17.6% 21.0% 26.3% 34.0% 40.0%
GEARING/LIQUIDITY/ACTIVITIES 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

Current ratio (x) 2.1 2.0 1.8 1.7 1.6 15
Receivable turnover days 78.2 121.9 113.2 113.2 113.2 113.2
Payable turnover days 315.5 286.3 337.9 337.9 337.9 337.9
VALUATION 2020A 2021A 2022A 2023E 2024E 2025E
YE 31 Dec

P/E 10.6 114 13.5 13.2 10.6 8.5
P/B 15 1.9 2.7 3.7 35 3.3
Div yield (%) 6.1 6.0 7.3 6.0 7.6 9.4

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.
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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 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 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 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 Comp anies, 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 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.
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