@EJHEEF&

CMB INTERNATIONAL

CMBI Credit Commentary

Yanlord: Ability to navigate through deep downturn
demonstrated once again

Maintain Buy on YLLGSPs

YLLGSPs have been performing resiliently since we initiate buy on
YLLGSPs in Mar'22 despite the price volatility. At current valuations,
YLLSPs are still trading at decent YTM of 10.2% -13.9% even after 8-
12pts rebound since mid Jul'22. Yanlord’s stronger 1H22 results and
manageable maturities reinforced our belief on its repayment ability. We
also take additional comfort that its ownership of unencumbered assets of
over RMB8bn (USD1.2bn) in Singapore. Hence, we maintain buy on
YLLGSPs.

YTM(offer) Offer price Maturity O/S (USD mn)
YLLGSP 6.75%'23 10.2% 97.9 23 Apr'23 350
YLLGSP 6.8%'24 13.5% 91.3 27 Feb'24 400
YLLGSP 6.75%'26 13.9% 75.2 20 May'26 500

Stronger 1H22 results demonstrated resilience against downturn

Yanlord has once again demonstrated its ability to navigate through deep
downturn as in 2007/08 with resilient operating performance. Over the
years, Yanlord has been focusing on penetrating into 20-plus T1/2 cities
in YRD and GBA where economic fundamental has been solid and
population inflow has been positive, instead of the pursuit of operating
scale through nationwide expansion. Its operating scale and profitability
have therefore been stable while leverage and debt levels have been
controlled at relatively low levels.

In 1H22, Yanlord’s revenue declined 14% to RMB11.3bn while operating
profit and profit before tax increased 27.8% and 21.6% to RMB3.1bn and
RMB3.2bn, respectively. The lower GFA delivered (182.9k sgm In 1H22
vs 433.1k in 1H21) was more than offset by the higher recognized ASP,
excluding car parks (RMB50,036./sgm In 1H22 vs RMB25,624/sgm in
1H21). Gross and EBIT margin therefore increased to 35.6% and 27.8%
in 1H22 from 26.7% and 18.7% in 1H21, respectively. The stronger 1H22
results were mainly attributable to the deliveries of 3 projects in T1/2 cities
with higher ASP and profit margin: Yanlord Four Seasons New Gardens
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in Shenzhen, Riverbay Century Gardens (Phase I) in Nanjing and Smriti Curtilage in Suzhou, contributed
43.1%, 15.5% and 13.2% of Yanlord’s revenue in 1H22, respectively. Over the near to medium term,
Yanlord expects its gross margin to maintain at 25.30%.

YoY growth in contract sales, FY22 sales target maintained at RMB75bn

Yanlord is one of the few developers achieved yoy contract sales growth under the very challenging
operating environment in 1H22. Its gross contract sales (excluding project management) in 6M22 grew
9.5% yoy to RMB31.4bn. The attributable ratio of its contract sales was at 42% in 1H22 compared with
54% in FY21. Yanlord maintains FY22 sales target of RMB75bn unchanged and expect the attributable
ratio to be c55% for FY22. Recalled that Yanlord had saleable resources of RMB120bn for FY22. This
implies a sell-through rate of 62.5%, compared with c72% achieved in FY21.

Increase in net debts but remain in green camp under 3-red lines

As a result of the negative free cash flow, Yanlord’s net debts increased 21.8% to RMB25.6bn in
1H22. Nonetheless, it remains in the green camp under the 3-red lines. As at Jun’22, its net gearing,
cash/ST debts and adj. liab/asset ratios were 58%, 1.8x and 67.7%, compared with 48.5%, 2.4x and 66.5%
as at Dec’21, respectively. We estimate its net gearing ratio to decline to below 50% based on FY22
contract sales of RMB75bn and a cash collection rate of 80% in 2H22. As at Jun’22, Yanlord provided
guarantees of RMB2.5bn to attributable JV debts of cRMB12.2bn. The Ml/total equity ratio is relatively
low at 22.4%. This should partly mitigate the concerns on the transparency of its financial statements.

Unencumbered IP portfolio in Singapore offers USD bondholders additional comfort

Yanlord owns a high quality IP portfolio in Singapore, comprising of UE Bizhub Tower, Park Avenue
Rochester & Rochester Mall, etc. after completion the acquisition of UEL in early 2020. The book value
of these Singaporean assets was cRMB11bn and the market value is cRMB13bn (cUSD1.9bn). As at
Jun’22, its total outstanding SGD loans was RMB5.3bn, and cRMB1.6bn was the outstanding amount for
the acquisition of UEL. We believe that the unencumbered value of Yanlord’s Singaporean assets should
be over RMB8bn (cUSD1.2bn vs its total o/s offshore bonds of cUSD1.25bn).

Simple capital structure and manageable maturity profile

As per Yanlord, it does not have outstanding wealth management product onshore. The only onshore
bond outstanding is the private placements of RMB1.5bn due Jul'24 for its Suzhou project. Yanlord is the
first non state-owned developer to secure CMBS this year. In Jun’22, it raised RMB1.2bn from CMBS
puttable in Jun’25 (secured by Tianjin office). Additionally, it has another 2 outstanding CMBS: 1)
RMB1.6bn puttable in Apr'23 (secured by Sanya hotel); and 2) RMB1.2bn puttable in Aug’24 (secured by
Tianjin mall).

Regarding offshore funding, it does not have offshore bond maturity for the rest of 2022. Its ST offshore
maturities totalled RMB5.4bn, including USD350mn (cRMB2.4bn) offshore bonds due Apr23. These
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should be sufficiently covered by its cash on hand of RMB21.5bn and offshore undrawn committed loan
facilities of cRMB2bn (cUSD290mn). As per Yanlord, only RMB4.3bn of its cash on hand of RMB21.5bn
in Jun’22 were in the escrow account for project completion. Yanlord has a manageable maturity profile.
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