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China Property Sector LA B

NBS Aug data in-line, expect better recovery in Sep-
Oct but sustainability is uncertain OUTPERFORM

(Maintain)

NBS reported an in-line property investment at -11% YoY in Aug (vs. -12% in Jul)
and slight beat on property sales at +5%/-16% MoM/Y oY (vs. -45%/-19% in Jul).

We expect sales growth to perform better in Sep-Oct given 1) relaxation in 12 China Property Sector
tier-2 cities (more to come) combined with new policy in tier-1 cities (report) would )
release certain demand to support sales in ST, 2) developers are speeding up Miao Zhang
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project launch to benefit from sentiment tailwind and 3) our Leading Indicator Zhanamiao@cmbi.com.hk

suggests good sales performance in Oct. While the sustainability of recovery

is uncertain as 1) our channel check in tier-1 cities shows both the project visitor Nika Ma
flow/house transaction have signs of retreat during the 2" week compared to the (852) 3900 0805
15t week after new policy, 2) continuous fall on home price arouses more watch- Nikama@cmbi.com.hk

and-see sentiment of home buyers, 3) concern on future income expectation still
exists which suppresses a chunk of demands. Therefore, considering the general
concern is now on policy results, we think the shr. px. of sector may see another
wave of decline once the sales data shows the sign that recovery is not
sustainable. For stocks, we continue to like property brokerage: BEKE, PM:CR
MixC, COPH, Poly Services, Onewo, and Yuexiu Services, Developers: CR Land,
Yuexiu Property, and Bingjiang Group.

B NBS property data of 8M23 — sluggish REI driven by still weak new starts and

slower growth in completion.

- Property investment decline narrowed to -11% YoY in Aug 23 from
-12%in Jul but dragged 8M23 decline to -8.8% YoY from -8.5% in 7M23.
The lacklustre data was mainly driven by weak new starts at -24% YoY
and the decelerated completion growth to 11% YoY from 33% in Jul given
Jul is the assessment month for delivery securing funds. This would boost
completion in another assessment month - Oct as well.

- Property sales volume/value performed better-than-expected and
both grew +5% MoM, the YoY decline was at -12%/-16%, slightly
better than -16%/-19% YoY in Jul 23 given some home buyers’ sentiment
was slightly lifted at the initial stage when word spreads about relaxation.
For MTD data in Sep, high frequency data showed that the secondary
home market reflected quicker on a string of policy implementation, the
MTD sales (as of 16") recovered to 0%/+43% MoM/YoY (vs. +8%/-4% in
Aug), YTD growth widened to +33% YoY from 32% in the last month.
MTD new home sales booked -2%/-16% MoM/YoY (vs. -1%/-23% in
Aug), and the YTD growth was at -5% YoY.

B We expect sales to perform better in Sep-Oct as 1) 12 tier-2 cities
announced big moves on policy easing after the relaxation in tier-1 cites which
would release certain demand to support sales in short term, in our view, 2)
developers hope to take more advantage on sentiment recovery by advancing
project launch which will boost sales in Sep-Oct, 3) our Leading Indicator
shows the property-related search interests have surged in Sep which
suggests good sales performance in Oct.

B Uncertainty exists about recovery sustainability given 1) based on our
channel check in tier-1 cities, both visitor flow and transaction have showed a
sign of retreat during the 2" week after new policy from the surge during the
15t week. 2) the continuous decline in home price arouses more watch-and-
see sentiment of home buyers, still 66 cities out of 70 booked decline in 2"-
hand home price in Aug. 3) Concern on future income expectation still exists
which suppresses a chunk of demands.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
MORE REPORTS FROM BLOOMBERG: RESP CMBR <GO> OR http://www.cmbi.com.hk


mailto:zhangmiao@cmbi.com.hk
mailto:Nikama@cmbi.com.hk
https://www.cmbi.com.hk/article/8770.html?lang=en

CMB INTERNATIONAL

18 Sep 2023 Cﬂ%ﬁ@ﬁ

L
{holy Owet g na Merchants Bank

Figure 1: Quick view of national property data in 8M23

Aug- 23 YoY MoM Jul-23 YoY 8M23 YoY 2022 YoY

Property GFA sold (mn sqm) -12% 5% 70 -16% 739 -7% 1,358 -24%
Property sales (RMB bn) 771 -16% 5% 736 -19% 7,816 -3% 13,331 -27%
New starts (mn sqm) 69 -24% -2% 71 -26% 639 -24% 1,206 -39%
GFA under construction (mn sqm) 8,064 -7% 1% 7,997 -7% 8,064 -7% 9,050 -7%
GFA completion (mn sqm) 53 11% 18% 45 33% 437 19% 862 -15%
Property investment (RMB bn) 918 -11% 0% 917 -12% 7,690 -8.8% 13,290 -10%
Domestic loans of developers (RMB bn) 94 -24% -10% 104 -15% 1,067 -13% 1,739 -25%

*Red/Green text donotes better/worse than the previous month

Source: NBS, CMBIGM

Figure 2: Calculation on NBS base adjustment - 8M23

After adjustment Before adjustment % adjusted

Aug-22 8M22 Aug-22 8M22 Aug-22 8M22
Property GFA sold (mn sgm) 84 796 97 879 -13% -9%
Property sales (RMB bn) 922 8,074 1,011 8,587 -9% -6%
New starts (mn sgm) 91 845 90 851 1% -1%
GFA under construction (mn sgm) 8,680 8,680 8,686 8,686 0% 0%
GFA completion (mn sqm) 48 367 48 369 0% 0%
Property investment (RMB bn) 1,031 8,432 1,135 9,081 -9% -T%
Domestic loans of developers (RMB bn) 124 1,224 125 1,228 -1% 0%

Source: NBS, CMBIGM

Figure 3: New home MTD sales in Sep was at -2%/-16% MoM/YoY, YTD at -5% YoY

30 Major cities: average 7-day rolling property sales (‘0000 sqm)
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Figure 4: Secondary home MTD sales in Sep at 0%/+43% MoM/YoY, YTD at +33% YoY

Secondary sales in 8 Major cities: average 7-day rolling (‘0000 sgm)
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Figure 5: Leading indicator shows the property-related search interests surged to 94% YoY in MTD Sep

suggesting new home sales to have a good performance in Oct
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Figure 6: 2"%-hand home price in Aug: 66 out 70 cities booked decline
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