5Jun 2024

CMB International Global Markets | Equity Research | Sector Update

Property

Encouraging signs on both policy implementation
and property sales, Reiterate buy

China’s destocking scheme showed encouraging progress, with Guangzhou
announcing to purchase developers’ unsold inventory at cost prices, which could
serve as an example for other cities. We think the scheme currently may only
benefit SOEs/semi-SOEs as LGFVs may need to divest their financing function
at first. A number of regions actively implemented mortgage rate related policies
after 17 May, and we think there is still room for further adjustment in Beijing,
Shanghai and Shenzhen. Noticeable recovery on property sales was shown with
the daily transaction volume post-517 policy for new/second hand home
increasing by 23%/21% compared to pre-517 policy. (Figure 2). Based on the
assessment of the impact of policies on buying sentiment, potential relaxation in
tier 1 cities, the sales boost from destocking, and the diminishing impact of
NBS’s statistical criteria adjustment, we revised down property sales forecast in
2024E to a YoY change of -20%/+1% to RMB 8.2/7.1tn for primary/secondary
markets. Our adjustment is mainly to fine-tune the overly optimistic attitude at
the beginning of the year, without changing our positive LT outlook for the sector.
We believe that the stock price for the sector will continue the recovery trend on
a medium to long-term basis, and the ST pullbacks may provide opportunities to
enter the market. We reiterate our advice for investors to buy the dip. For stocks,
we prefer PM companies like CR MixC, Poly Services, Binjiang Services and
Onewo, property agents BEKE, and PJM company Greentown Mgmt. For
developers, we recommend CR Land with LT value.

B What is new? 1) As we anticipated, the “destocking” scheme showed progress
with the government of Zengcheng District in Guangzhou announced to
purchase unsold inventory from independent developers at cost prices to
convert into affordable housing. Such companies as Jinmao and Vanke already
registered to participate. Our read: a) this initiative is highly proactive because
it may provide a reference for other local governments in terms of acquisition
models and pricing, thereby accelerating the overall progress of destocking. b)
The scheme may currently only benefit independent developers with state-
owned capital background. Previously, the market believed that LGFVs would
be the beneficiaries. However, for these companies to gain substantial benefits
on a large scale, they may still need to further divest from their functions as
government financing vehicles to meet the local fiscal requirements of
“separation of income and expenditures”. 2) A number of regions implemented
new policies announced by PBOC on 17 May. According to Beike’s data in
May, mortgage rates for major 100 cities have fallen to 3.45%/3.9% for
first/second home, down by 12/26 bps respectively from the previous month.
More than 80 cities out of 100 have adopted the minimum down payment ratio
of 15%/25% for first/second home. Only top-tier cities like Beijing, Shanghai and
Shenzhen still apply higher requirements with 20-30% / 30-50% for first/second
home which we think that there is potential to be adjusted down given the
policy’s adeptness at managing buying sentiment (Figure 4).

Figure 1: Property sales forecast in 2024E

(RMB tn) Bullcase @ Basecase Bearcase
Primary market 8.72 8.20 7.93
YoY -15% -20% -23%
Secondary market 7.45 7.14 6.90
YoY 5% 1% -3%
Combined 16.17 15.35 14.83
YoY -71% -12% -15%

Source: NBS, Beike, CMBIGM estimates
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B Property Sales: We have observed a remarkable rise in the transaction
volume of both primary and secondary markets in several cities following the
517 policy. According to the High-frequency data we are tracking, as of 3
June, the daily transaction volume of new home in 30 major cities_post 517
policy went up 20%/23% compared to that of pre-517 policy/YTD, in which
Suzhou, Hangzhou and Chengdu delivered 37-45% growth. Daily
transaction volume of second-hand home in 17 major cities_post-517 policy
increased 21%/18% compared to that of pre-517 policy/YTD. Suzhou,
Hangzhou and Nanjing saw 26-46% growth. Our transaction watch in tier-1
cities (weekly) withessed a considerable recovery for second hand house in
the 22 nd week of 2024 (27 May - 02 June) with units of secondary homes
sold in SH, BJ, GZ and SZ in 22W surpassing their weekly avg. by 42%,
21%, 10% and 8%.

B We revised down our 2024E property sales forecast to -20%/+1% for
primary/secondary markets. We have revised our sales forecasts for both
primary and secondary markets, primarily as an adjustment to the overly
optimistic stance at the beginning of the year. Having assessed the impact
of proactive policies on boosting sales through recent data, and considering
that 1) the top-level policy direction will keep accommodative and may
further loosen (such as the reduction of down payment ratios in tier-1 cities
and the further cancellation of purchase restrictions), 2) the continued
implementation of inventory reduction measures to stimulate sales, and 3)
the gradual dissipation of the impact from NBS’s base adjustments, we
estimate the full-year primary/secondary sales value to change by
-20%/+1% YooY in 2024E. This implies sales volume changes of -15%/+12%
YoY, and sales price changes of -6%/-10% YoY, respectively. In our bull
case and bear case scenarios, we estimate the primary/secondary sales
value to change by -15%/+5% and -23%/-3% YoY, respectively (Figure 1).

Figure 2: Property sales forecast details

Property sales value (RMB tn) 2022 2023 2024E 2025E
Primary market 10.96 10.30 8.20 8.44
YoY -33% -6% -20% 3%
Secondary market 5.50 7.10 7.14 7.64
YoY -21% 29% 1% 7%
Combined 16.46 17.40 15.35 16.07
YoY -29% 6% -12% 5%
Property sales volume (‘00 mn sqm) 2022 2023 2024E 2025E
Primary market 10.33 9.48 8.01 8.41
YoY -34% -8% -15% 5%
Secondary market 3.84 5.59 6.25 7.03
YoY -21% 46% 12% 13%
Combined 14.17 15.07 14.26 15.44
YoY -29% 6% -5% 8%
Property price (RMB/sqm) 2022 2023 2024E 2025E
Primary market 10,610 10,864 10,238 10,033
YoY 2% 2% -6% -2%
Secondary market 14,328 12,698 11,428 10,857
YoY n.a. -11% -10% -5%
Combined 11,617 11,545 10,760 10,408
YoY n.a. -1% -7% -3%

2026E
8.42
0%
7.94
4%
16.36
2%
2026E
8.48
1%
7.54
7%
16.02
4%
2026E
9,933
-1%
10,531
-3%
10,215
-2%

Source: NBS, Beike, CMBIGM estimates
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Figure 3: 2024E property sales forecast revision

2024E forecast revision (RMB tn) Old New
Primary market 9.27 8.20
YoY -10% -20%
Secondary market 7.81 7.14
YoY 10% 1%
Combined 17.08 15.35
YoY -2% -12%

Source: Beike, local MOHURD, CMBIGM estimates

Figure 4: Mortgage rate and down payment ratio in May 2024

Pravineaici 1s me 2nd home 1sthome 2nd home
y Mortgage rate Mortgage rate Down payment ratio | Down payment ratio

Core area* 4.05
Beijing No;;:;)re o 30% 40%
Core area 3.90 35%
Shanghai N;):]e-zgje 3.50 370 20% 30%
Shenzhen 3.50 3.90 20% 30%
Guangzhou 3.40 3.80 15% 25%
Yunnan 3.60 3.95 15% 25%
Chongging 3.55 3.90 15% 25%
Guizhou 3.55 4.15 15% 25%
Shaanxi 3.55 3.90 15% 25%
Sichuan 3.55 4.05 15% 25%
Jiangxi 3.50 4.05 15% 25%
Anhui 3.45 3.45 15% 25%
Shandong 3.45 3.95 15% 25%
Jilin 3.40 4.10 15% 25%
Tianjin 3.35 3.70 15% 25%
Hebei 3.35 4.10 15% 25%
Henan 3.35 3.45 15% 25%
Shanxi 3.35 3.75 15% 25%
Fujian 3.30 3.75 15% 25%
Guangxi 3.25 4.15 15% 25%
Hubei 3.25 3.35 15% 25%
Jiangsu 3.25 3.75 15% 25%
Zhejiang 3.15 3.25 15% 25%
Guangdong 3.15 3.15 15% 25%
Hunan 3.00 3.95 15% 25%

Source: Beike, local MOHURD, CMBIGM

Note: 1) Lowest rate/ratio with regard to provincial capital city was reported. 2) * Core areas include
Dongcheng District, Xicheng District, Haidian District, Chaoyang District, Fengtai District, and Shijingshan
District. 3) ** Non-core areas include FTZ Lingang New Area, Jiading District, Qingpu District, Songjiang
District, Fengxian District, Baoshan Dlstrict, and Jinshan District
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Figure 5: Daily transaction volume (0000 sqm)

Primary sales Pre-517 policy  Post-517 policy Growth YTD Post-517 policy vs. YTD
30 major cities 23.72 29.23 23% 24.36 20%
Suzhou 1.30 2.00 1.38
Hangzhou 172 2.60 1.82
Chengdu 5.35 7.71 5.62
Guangzhou 1.99 253 27% 2.05 23%
Shanghai 3.48 3.93 13% 3.53 11%
Shenzhen 0.79 0.82 3% 0.79 3%
Beijing 254 2.16 -15% 249 -13%
Secondary sales Pre-517 policy Post-517 policy Growth YTD Post-517 policy vs. YTD
17 major cities 23.49 28.50 21% 24.08 18%
Suzhou 2.02 3.16 2.16
Hangzhou 1.16 1.76 1.23
Nanjing 2.06 2.69 31% 2.13 26%
Foshan 2.01 2.52 26% 2.07 22%
Beijing 3.68 4.55 24% 3.78 20%
Shenzhen 1.25 153 23% 1.28 19%
Chengdu 6.04 6.55 8% 6.10 7%
Qingdao 1.75 1.89 8% 1.77 7%

Source: Wind, CMBIGM

Figure 6: YTD new home sales declined 41% YoY

30 Major cities: average 7-day rolling property sales (‘0000 sgm)
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YoY F) ik - new home vs 2023 vs 2022 vs 2021 vs 2020 vs 2019 MoM A 3% bt
Jan 5% -44% -58% -33% -45% Jan 37%
Jan- Feb -39% -47% -60% -20% -49% Feb -50%
Mar -47% -23% -58% -23% -49% Mar 118%
Apr -39% -20% -62% -46% -54% Apr -11%
May -38% -23% 57% -52% -52% May 5%
Jun MTD As of 3rd -46% -43% -75% -69% -62% Jun MTD As of 3rd 155%
QTD As of 3rd -39% -22% -60% -50% -54% WoW J 3R i
YTD As of 3rd -41% -33% -60% -30% 51% Jun As of 3rd %

Source: Wind, CMBIGM

Figure 7: New home sales by city tier

YoY Fl % - Tier 1&2 vs 2023 Vs 2022 vs 2021 vs 2020 vs 2019 VIYESS

Jan - Feb -37% -49% -56% -12% -42% Feb -52%
Mar -45% 22% 57% -10% -43% Mar 121%
Apr -38% -15% -60% -39% -50% Apr -11%
May -40% 21% -54% -47% -45% May 4%
Jun MTD As of 3rd -49% -41% -76% -69% -49% Jun MTD As of 3rd 173%
QTD As of 3rd -39% -19% -58% -45% -48%
YTD As of 3rd -40% -32% -58% 21% -45% Jun As of 3rd 10%
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YoY F] k. - Tier 3 vs 2023 vs 2022 vs 2021 vs 2020 vs 2019 MoM A 2 b
Jan - Feb -43% -42% -70% -39% -65% Feb -43%
Mar -53% -28% -62% -49% -63% Mar 110%
Apr -42% -34% -67% -62% -67% Apr -15%
May -29% -29% -66% -66% -67% May 11%
Jun MTD As of 3rd -36% -47% -72% -67% -80% Jun MTD As of 3rd 109%
QTD As of 3rd -36% -32% -67% -64% -67% WoW A 3 kb
YTD As of 3rd -43% -35% -67% -51% -65% Jun As of 3rd -5%
Source: Wind, CMBIGM
Figure 8: YTD secondary sales declined 13% YoY
Secondary sales in 17 Major cities: average 7-day rolling ('0000 sgm)
45 2021 2022 —2023 —2024
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YoY R - Second hand vs 2023 vs 2022 vs 2021 vs 2020 vs 2019
Jan 67% 35% -6% 34% 18% Jan 1%
Jan - Feb -4% 25% -14% 67% 15% Feb -51%
Mar -31% 26% -12% 45% 4% Mar 110%
Apr -8% 38% 7% 17% -6% Apr 9%
May -7% 42% 13% 4% -7% May -5%
Jun MTD As of 3rd -37% -9% -48% -62% 1% Jun MTD As of 3rd 1684%
QTD As of 3rd -9% 38% -1% 5% -6% WoW A 3 i
YTD As of 3rd -13% 31% -11% 42% 5% Jun As of 3rd -16%
Source: Wind, CMBIGM
Figure 9: Units of new homes sold in tier-1 cities (22W2024)
New home transaction
5.27-6.02 vs. weekly avg. WoW
18W .
I 22W . 22W
Weekly (Holiday) 19W 20W 21W excl. holiday weeks 21W
Shenzhen 24 483 463 -1% -12% -4%
Guangzhou 136 1,149 904 - A 45% -21% 58%
Beijing 840 705 790 838 -13% ‘ 12% 6%
Shanghai 744 660 992 1,004-.' 37% 1% 31%
vs. monthly avg. MoM
Month Iy Jan Feb Mar Apr May Apr May
Shenzhen 1,788 844, 2245 2,009 § 11% % | 2%
Guangzhou 3,412 2,138 4,830 4,834 AR 36% % %
Beiing [0 7086 1560 3557 3469 2988 g -24% % [ Sl%
Shanghai 4,019 1,469 - 4,408 3,991 @ 2% % ['%

Source: Local MOHURD, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5



5Jun 2024 *H,&Eﬁ

CME INTERMATIONAL
BoA o

Figure 10: Units of secondary homes sold in tier-1 cities (22W2024)
Secondary home transaction

5.27-6.02 vs. weekly avg. WoW

Weekly 18W 19w 20W 21W 22W excl. holiday weeks 21W 22W

(Holiday)
B 8% 7% 2%

Shenzhen 164

Guangzhou 1,145 [ 10% 1%
Beijing 1,520 b 2w %l | 7%
Shanghai 1,904 1%
vs. monthly avg. MoM
Monthly Jan Feb Mar Apr May May
Shenzhen 3,463 1,785 -5%
Guangzhou 8,451 4,865 14%

Beijing 12,444 6,332
Shanghai 14,303 6,596
Source: Local MOHURD, CMBIGM
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