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NBS Oct datain line; Chairpersons in action to
buv time OUTPERFORM
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The weak Oct data is in line with our expectation, which assumes 20/15% sales
volume/value decline in 4Q. Looking forward, we expect that property market will
start to pick up QoQ in 1Q22E due to more abundant liquidity (1Q Household China Property Sector
loans/full year ratio >32%). Also for the offshore debt crisis, we think some
chairpersons have been in action to bailout the developers (such as Mr. Sun
Hongbin’'s USD450mn for Sunac) and this can buy some time until the
fundamental and liquidity both improved. Together with low base in 2H21 and
government’s push for healthy market, we are more positive than the market on
sales and REI in 2022E at -2% and +5% YoY. Suggest investors to look at short-
term survivors (Shimao/Sunac) and long-term winners (Longfor/COLI/CRL).
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B NBS national property data in Oct was in line with our expectation. In
particular,

- Property sales further weakened in Oct with volume and value down
22%/23% YoY (vs. -13%/-16% in Sep 2021) as it takes time to reboost
buyers’ confidence despite the start of slight policy relaxation. This is in
line with our expectation that assumed 20/15% volume and sales decline
in 4Q. With our assumption and strong market in 1H21, we expect 2021E
property sales volume/value to finish at 3%/5% YoY in 2021E

- Property investment declined 5.4% YoY in Oct however the YTD
figure remained stable at 7.2% YoY, still above the historical line of policy
relaxation at 5%.

- New Starts decline widened in Oct due to high base: It recorded
138mn sgm at -33% YoY vs. (-13%/26% YoY in Aug/Sep). We think this
is mainly dragged by 25% YoY decline in national land purchases. This
has led to 8% YoY decline in new starts in 10M21 (-1% YoY in 2020),
which may setup a low base for 2022E.

- Property completion fell 21% YoY in Oct but grew 16% YoY in 10M21.

How to buy time: despite the monetary policy towards relaxing, it may not be
quick enough to turnaround the industry in a short period. Facing the offshore
debt crisis and weakening fundamental, we think Chairperson’s bailout would be
most effective way to buy time until property market back to healthy level as
stated in our previous report. As a proof, On 14 Nov Sunac announced that its
chairperson — Sun Hongbin has provided out of his own funds $450mn to support
business development. Therefore, we think this would lower the default risk of the
industry especially for the market leaders.

Our views for next year: 1) Most developers can survive in this crisis but
leveraged ones would downsize. The impact of this offshore bond crisis has
spread out to developers with more than 10% of market shares. This would force
them to de-leverage by paying back debts and pause land acquisitions, which
lead to decline of sales and earnings in the coming years. Therefore we estimate
2022E sales volume to down 2% YoY assuming some modest policy support. 2)
This crisis would benefit long-termists. The most important thing for
developers is to buy the right lands at a right price. Opposite to the industry, we
see quality players like Longfor and COLI to aggressively buy lands in Tier 1-2
cities in 2H21 when the land price faced pressure. 3) This crisis may accelerate
Central government’s determination to reduce its reliance on property such
as property tax.
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Figure 1: Quick view of national property data in Oct 2021

Aug-21 YoY 10M21

Property GFA sold (mn sgm) 127 -21.7% 161 -13.1% 125 -11.8% 1,430 73% 1,761 2.6%
Property sales (RMB bn) 1,239 -22.6% 1575 -158% 1,262 -13.1% 14,719 11.8% 17,361 8.7%
New starts (mn sgm) 138 -33.1% 174 -13.5% 166 -26.4% 1667 -7.7% 2244 -1.2%
GFA under construction (mn sgm) 9,429 71% 9,281 7.9% 9,100 84% 9,429 71% 9,268 3.7%
GFA completion (mn sgm) 63 -20.6% 43 0.7% 50 17.5% 573 16.3% 912  -4.9%
Property investment (RMB bn) 1237 -54% 1451 -35% 1,317 4.9% 12,493 7.2% 10,144 7.0%
Domestic loans of developers (RMB bn) 138 -27.2% 185 -25.1% 152 -35.2% 2,015 -10.0% 2,668 5.7%
Source: NBS

Figure 2: Cash shortage if chairpersons are willing to bailout

As of Dec 2020 (RMB Bn) Cash shortage
(1H21 ST debt - total cash

Chairperson's Worth of its Personal * non-restricted cash ratio -

Company wealth by HuRun listco wealth personal wealth)

Evergrande 204 126 78 -75
Shimao 102 48 56 61
Country Garden 215 177 38 63
R&F 41 18 23 -8
Agile 45 22 23 17
Longfor 110 97 13 53
Sunac 59 50 9 4
Times 19 1 8 15
Central China 14 6 7 10
KWG 24 18 6 15
Kaisa 9 5 Bl 0
CIFI 24 21 3 20
Aoyuan 13 10 2 0
Redsun 7 5 2 9
Sinic 11 10 1 -1

Source: CMBI research; Restricted ratio is assumed at 30-50% of total cash for different developers
as stress testing

Figure 3: NBS data summary

Residential GFA Sold Residential Sold REI

sqm mn oy RMB bn) YoY  RMB bn s

2010 931 9% 4,395 15% 3,404 33%
2011 970 4% 4,862 11% 4,431 30%
2012 985 1% 5,347 10% 4,937 1%
2013 1,157 18% 6,770 27% 5,895 19%
2014 1,062 9% 6,240 -8% 6,435 9%
2015 1,124 7% 7,275 17% 6,460 0%
2016 1,375 22% 9,906 36% 6,870 6%
2017 1,448 5% 11,024 11% 7,515 9%
2018 1,479 2% 12,639 15% 8,519 13%
2019 1,501 1% 13,944 10% 9,707 14%
2020 1,549 3% 15,457 11% 10,445 8%
2021E 1,590 3% 16,281 5% 11,144 7%
2022E 1,558 -2% 16,281 0% 11,702 5%

Source: NBS
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