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A-Living (3319 HK)

Entering the next phase
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A Wholly Owned Subsidiary Of China Merchants Bank

BUY (Maintain)

Target Price HK$60.70
(Previous TP HK$60.70)
A-Living posted solid 1H20 results as revenue and net attributable profit Up/Downside +43.2%
increased by 78.5% to RMB 4,002mn and 40.0% YoY to RMB 758mn Current Price HK$42.40

respectively, mainly thanks to consolidation of CMIG PM acquisition. The
Company outlined revenue targets of 10%/20%/30% in 2021E/22E/23E for its
newly-announced city services segment, and we consider the new segment to be
a synergistic extension to the Company’s public-project heavy portfolio. Overall,
we reaffirm our view of A-Living to be among the first tier of property management
companies, and thus maintain TP of HK$60.7. Maintain BUY.

China Property Service Sector

Bowen Li
(852) 3657 6239
bowenli@cmbi.com.hk

B Solid earnings growth driven by consolidation of CMIG acquisition. In
1H20, revenue and post-tax profit increased by 78.5% and 53.6% YoY, Samson Man, CFA
respectively, to RMB 4,002mn and RMB 873mn, of which CMIG PM (852) 3900 0853
contributed RMB 1,112mn and RMB 120mn. GFA under management grew samsonman@cmbi.com.hk
by 177mn sq m in 1H20 to 353mn sg m. In terms of business segments, both
basic property management and property owners VAS grew considerably at Stock Data
113.4% and 105.0% YoY, respectively. Extended VAS took a hit in 1H20 due Mkt Cap (HK$ mn) 56.,533
to COVID-19 impact, growing at 18.8% YoY. Avg 3 mths t/o (HK$ mn) 200

52w High/Low (HK$) 48.55/ 14.24

B Transition to organic growth-oriented strategy to match sector leaders. Total Issued Shares (mn) 1,333
In 1H20, the Company posted “organic” growth (excl. CMIG) in revenue and Source: Bloomberg
post-tax profit of 28.9% and 32.5% YoY, respectively. Transition to an organic )
growth-focused strategy is not only an expected step after the CMIG PM Shareholding Structure
acquisition, but also a necessary one in order to match the valuation of current gg"e and Holdi 5‘7‘-22;"
sector leaders. We are positive on the future strength A-Living’s capacity for Ela s 38000
organic expansion as the Company establishes itself as a property Source: HKEx ;
management group offering comprehensive services.

B New city services a natural extension of vast public property GFA. The Share Performazgsolute Relative
Company announced its target for the new city services segment to reach 1-mth -0.3% 0.7%
10%/20%/30% of revenue in 2021E/22E/23E, respectively. The new segment 3-mth 0.1% 3.3%
will mainly include public sanitation, maintenance of public facilities, and other 6-mth 16.8% 28.3%
environmental and urban management services. A-Living has been making a 12-mth 195.7% 208.8%
sustained effort to accumulate public projects, which has exceeded residential Solicedbiooberd
properties in 1H20 as the largest property type in terms of GFA under i e P e
management, making up 44.4% of total (compared to 35.1% as of YE19). We
consider the city services business to be an important way for A-Living to reap (;m) s el
the potential of its managed public properties.

40

B Forecast and TP unchanged; maintain BUY. We maintain our forecast

unchanged, and maintain TP of $60.7 equivalent to 34.7x 2021E P/E.
Maintain BUY.

Earnings Summary
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(YE 31 Dec) FY18A FY19A FY20E FY21E FY22E

Revenue (RMB mn) 3,377 5,127 11,086 13,707 16,084 Source: Bloomberg

YoY growth (%) 91.8 51.8 116.2 23.7 17.3

Net income (RMB mn) 801 1,231 1,739 2,001 2,425 Auditor: PwC

EPS (RMB) 0.62 0.92 1.30 1.57 1.82

YoY growth (%) 77.1 48.9 41.3 20.2 16.0 Please cast your valuable vote
Consensus EPS (RMB) N.A. N.A. 1.30 1.69 2.15 for CMBIS research team in the
P/E (x) 61.3 41.2 29.2 24.3 20.9 2020 Asiamoney Brokers Poll:
P/B (X) 12.0 11.4 11.8 9.8 8.2 https://euromoney.com/brokers
Yield (%) 0.8 1.2 1.7 2.1 2.4

ROE (%) 14.8 19.9 24.6 25.8 26.0

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

(RMB mn) 1H20 1H19 YoY (%) Remark
Revenue 4,002 2,241 78.5%
Property management services 2,620 1,227 113.4% GFA under management increased by 100.1% to 353.4mn sq min 1H20
Extended VAS 959 808  18.7% COVID-19 impact
Property ow ner VAS 423 206 105.2%
Cost of sales (2,726) (1,412) 93.1%
Gross Profit 1,275 829 53.8% Gross margin dropped 5.1% to 31.9% after consolidation of CMIG acquisition
Other income 95 63 49.5%
Selling and marketing expenses (29) (18)  59.5%
Administrative expenses (221) (125) 77.2%
EBIT 1,120 750 49.4%
Finance cost (20) (2) 971.6%
Share fromassociates and JVs 22 6 277.8%
Exceptional 20 (3) -686.2%
PROFIT BEFORE TAX 1,141 750 52.0%
Income tax (268) (182) 47.1%
PROFIT FOR THE YEAR 873 568 53.6%
Non-controlling interest (115) (27) 325.5%
Net profit attributable to shareholders 758 541 40.0%

Source: Company data, CMBIS

Figure 2: GFA under management Figure 3: GFA under mgmt. mix by property type
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Figure 4: Revenue mix in 1H20 Figure 5: Gross margin
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PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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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 FY19A FY20E FY21E FY22E
Turnover 3,377 5,127 11,086 13,707 16,084 Profit before tax 1,075 1,694 2,692 3,236 3,754
Property mgmt services 1,625 2,830 8,640 10,516 11,871 D&A, impairment 33 19 20 20 20
Extended VAS 1,463 1,812 1,935 2,371 2,987 Change in working capital (51) (24) (103) 97) (124)
Community VAS 289 485 511 820 1,226 Others (174) (89) (675) (807) (931)
Cost of sales (2,087) (3,244) (7,832) (9,755) (11,428) Net cash from operating 883 1,600 1,933 2,353 2,719
Gross profit 1,290 1,883 3,253 3,953 4,655
Capex (20)  (803) (30) (30) (30)
Other income/expense, net 100 131 155 176 150 Associated companies (107)  (567) (1,000) (200) (200)
Selling & marketing expenses (46) 43) (78) (96) (113) Others 14 (405) - - -
Administrative Expenses (299) (307)  (665) (822) (965) Net cash from investing (112) (1,775) (1,030) (230) (230)
EBIT 1,045 1,664 2,666 3,210 3,728
Equity raised 3,314 - - - -
Share from associates - 23 29 30 30 Change of debts (32) 27) 1) 1 1
Finance costs 1) (16) ?3) 4) (4) Others (141) (400) (869) (1,045) (1,212)
Exceptional 31 24 - - - Net cash from financing 3,142  (426) (871) (1,044) (1,211)
PROFIT BEFORE TAX 1,075 1,694 2,692 3,236 3,754 Netchange in cash 3,913  (601) 33 1,079 1,277
Cash at the beginning 880 4,808 4,207 4,240 5,318
Income tax (264) (403) (646) 777) (901) Exchange difference 15 1 1 2 3
PROFIT FOR THE YEAR 811 1,292 2,046 2,460 2,853 Cash atthe end 4,808 4,207 4,241 5320 6,599
Non-controlling interests (10) (61) (307) (369) (428)
Net profit to shareholders 801 1231 1,739 2,091 2425 Key ratios
YE 31 Dec FY18A FY19A FY20E FY21E FY22E
Sales mix (%)
Property management services 48.1 55.2 77.9 76.7 73.8
Extended VAS 43.3 35.3 175 17.3 18.6
Community VAS 8.6 9.5 4.6 6.0 7.6
B a| ance s h eet Total 100 100 100 100 100
YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E
Non-current assets 1,308 2,533 3,572 3,812 4,052 Profit & loss ratios (%)
Property, plant & equipment 80 159 169 179 189 Gross margin 38.2 36.7 29.3 28.8 28.9
Goodwill 1,045 1,371 2,371 2,571 2,771 EBIT margin 30.9 32.4 24.0 23.4 23.2
Others 182 1,003 1,032 1,062 1,092 Netmargin 23.7 24.0 15.7 15.3 15.1
Effective tax rate 24.6 23.8 24.0 24.0 24.0
Current assets 5989 6,855 9,449 11,654 13,952
Inventories 15 12 30 37 44  Growth (%)
Trade and other receivables 1,165 2,189 4,733 5,853 6,868 Revenue 91.8 51.8 116.2 23.7 17.3
Cash and cash equivalents 4,808 4,207 4,240 5,318 6,596 Gross profit 118.4 46.0 72.8 215 17.8
Others 1 446 446 446 446 EBIT 162.2 59.2 60.2 20.4 16.1
Net profit 176.5 53.6 41.3 20.2 16.0
Total assets 7,297 9,388 13,021 15,466 18,004
Balance sheet ratios
Current liabilities 1,726 2,690 5,148 6,178 7,074 Current ratio (x) 2.1 2.0 2.0 2.0 3.0
Borrowings - 28 27 27 27 Receivable turnover days 126 156 156 156 156
Trade and other payables 1,169 1,738 4,197 5,227 6,124 Payables turnover days 204 196 196 196 196
Others 557 924 924 924 924 Inventory turnover days 3 1 1 1 1
Net debt / total equity ratio (%) net net net net net
Non-current liabilities 60 192 191 192 193
Borrowings - 19 18 19 20 Returns (%)
Others 60 173 173 173 173 ROE 14.8 19.9 24.6 25.8 26.0
ROA 111 13.8 15.7 15.9 15.8
Total liabilities 1,787 2,882 5339 6,370 7,268
Per share
Equity to shareholders 5422 6,191 7,060 8,106 9,318 EPS (RMB) 0.62 0.92 1.30 1.57 1.82
Non-controlling interests 88 315 622 991 1,419 DPS (RMB) 0.30 0.45 0.65 0.78 0.91
Total Equity 5510 6,506 7,682 9,096 10,737 BVPS (RMB) 3.16 3.33 3.23 3.86 4.62
Source: Company data, CMBIS estimates
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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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.

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.
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