
CMB International Securities | Equity Research | Company Update 

 
 

  
 

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 
ACCESS KEY TO OUR REPORTS ON BLOOMBERG: CMBR 

 

China Property Service Sector 

 

Chengyu Huang 

(852) 3761 8773 

huangchengyu@cmbi.com.hk 

 
Samson Man, CFA 

(852) 3900 0853 

samsonman@cmbi.com.hk 

  
Stock Data 

Mkt Cap (HK$ mn)  25,006  

Avg 3 mths t/o (HK$ mn) 62.81 

52w High/Low (HK$)    10.66/5.42  

Total Issued Shares (mn)  2,791  

Source: Bloomberg 

 

Shareholding Structure 

Orchid Garden 36.7% 
LI, Hairong 21.3% 
Free float 42.0% 
Source: HKEx 

 

Share Performance 

 Absolute Relative 

1-mth -8.5% 3.4% 

3-mth 7.0% 31.3% 

6-mth 13.7% 27.2% 

12-mth 25.5% 59.8% 

Source: Bloomberg 
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 6% adj. earnings growth in FY19. In FY19, Greentown Service recorded a 
revenue of RMB8,582mn, up 28% YoY. Gross margin remained stable at 18.0% 
compared to 17.8% in FY18. Selling and marketing expenses increased by 
155% in FY19 due to the expansion of new VAS services. Excluding the effect 
of SBC (FY18/19: RMB26.4mn/RMB62.5mn), adj. net profit to shareholder 
grew 6% from RMB510mn to RMB540mn, which is slightly above our forecast 
of RMB531mn. By end-FY19, Greentown Service had a managed/reserve 
GFA of 212/233mn sq m, indicating a strong growth in scale in the near term. 

 Earnings depends on VAS. The Company’s PM service, consulting service, 
and community VAS accounted for 40.2%, 26.4% and 33.5% of total gross 
profit, and achieved 22.2%, 29.6% and 46.0% growth in FY19, respectively. 
Thus, VAS now plays an important role in the Company’s earnings growth. 
However, some VAS are cyclical business (sales center assistance, property 
agency etc.) and some new VAS could be unstable in the early stage of 
development, for example education business recorded loss in the first year 
which dragged down the overall profit. The Company’s earnings performance 
largely depends on the result of VAS, which could be fluctuating. But we are 
optimistic about the PM companies unlocking the potential of VAS. Temporary 
financial setback does not change the trend. And Greentown Service is 
leading in VAS, which should be credited. 

 Longfor investment strengthens the cash position. Greentown Service 
announced on 27 Dec 2019 that the Company would introduce Longfor (960 
HK, HOLD) as its substantial shareholder. Longfor had (1) purchased approx. 
5% of the total issued share from the Company’ Chairman, LI, Hairong, and 
(2) will subscribe additional 5.3% of share placements on or before 15 Jun 
2020. Upon the completion, Longfor will hold 10% of Greentown Service’s 
enlarged capital. Longfor will also appoint a non-executive Director. The deal 
is a financial investment to Longfor. But the management of Greentown 
Service see it as alliance with Longfor in Life Service business. We believe 
Greentown Service will seek deeper cooperation with Longfor afterwards. 
More importantly, placement of new shares will help Greentown to raise fund 
after a heavy investment in Community Living Servicing sub-segment. By end-
FY19, Greentown’s cash on hand was RMB2,661mn and total debt was 
RMB483mn. Using the closing price of 2 Apr 2020 with 7.5% discount as 
subscription price, Greentown Service could raise approx. RMB1,100mn.   
 
(Continued in the next page...) 
 

Earnings Summary 

(YE 31 Dec) FY18A FY19A FY20E FY21E FY22E 

Revenue (RMB mn) 6,710 8,582 10,156 12,091 14,220 

YoY growth (%)  30.5   27.9   18.3   19.1   17.6  

Adj. Net income (RMB mn) 510 540 622 794 951 

Adj. EPS (RMB) 0.18 0.19 0.21 0.27 0.33 

YoY growth (%) 21.4  1.0  17.0  30.4  21.9  

Consensus EPS (RMB) N.A. N.A. 0.24 0.31 0.36 

P/E (x) 43.8 41.3 37.7 29.5 24.6 

P/B (x) 10.3 10.4 6.4 5.7 5.0 

Yield (%) 0.8 0.8 0.8 1.1 1.4 

ROE (%) 20.8  17.3  13.5  16.1  17.4  

Net gearing (%)  net cash   net cash   net cash   net cash   net cash  

Source: Company data, Bloomberg, CMBIS estimates  

Greentown Service (2869 HK) 
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 Trim earnings forecasts and maintain HOLD. The growth of the Company's PM 
service segment has maintained a robust growth over the past few years. With the 
abundant reserve GFA, we expect the momentum of PM service will carry on in FY20. 
However, due to the disease outbreak in 1Q20, we expect growth of consulting service 
and community VAS would slow down in FY20. Thus, we trim FY20/21E EPS by 
13.8%/9.7% to RMB0.21/RMB0.27. Given 30x FY21 target P/E, we trim our TP from 
HK$10.48 to HK$9.11, maintain HOLD. 

 

 
Figure 1: Revenue 

 

Source: Company data 

Figure 2: Revenue growth 

 
Source: Company data 
 

 
 
Figure 3: Gross profit 

 

Source: Company data 

Figure 4: Gross margin 

 
Source: Company data 
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Figure 5: Net profit 

 

Source: Company data 

Figure 6: GFA 

 
Source: Company data 
 

 
Figure 7: Earnings revision 

 

Source: CMBIS estimates 
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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 FY19E FY20E FY21E FY22E 

Turnover 6,710 8,582 10,156 12,091 14,220   Profit before tax 629 643 770 1,054 1,325 

Property mgmt services 4,461 5,452 6,764 7,878 9,042   D&A 81 88 12 12 12 

Extended VAS 939 1,217 1,362 1,649 2,061   Chg in working capital 116 49 109 86 97 

Community VAS 1,310 1,913 2,029 2,564 3,116   Others (170) (72) (202) (294) (378) 

Cost of sales (5,512) (7,035) (8,407) (9,949) (11,652)   Net cash from operating 656 708 689 859 1,056 

Gross profit 1,198 1,547 1,748 2,142 2,568     - - - - - 

         FA Capex & Inv, net (173) (519) (16) (10) (6) 

Other income, net  13 39 25 17 17   Associated companies (26) - - - - 

Selling & marketing expenses (59) (151) (61) (60) (71)   Others - - - - - 

Administrative expenses (597) (771) (863) (967) (1,109

) 
  Net cash from investing (199) (519) (16) (10) (6) 

Other expenses (61) (63) (81) (97) (114)     
     

EBIT 493 601 768 1,034 1,291   Equity raised 21 - 1,115 - - 

  
       Chg of debts 1 482 (134) (70) (56) 

Share from JCE (21) (3) (1) 5 12   Others (142) (210) (212) (283) (339) 

Finance cost, net 18 (1) 3 15 22   Net cash from financing (120) 272 769 (353) (394) 

Exceptional 139 46 - - -     
     

  
       Net change in cash 337 461 1,441 496 656 

Pre-tax Profit 629 643 770 1,054 1,325   Cash at the beginning of the year 1,836 2,180 2,641 4,083 4,579 

  
       Exchange difference 6 - - - - 

Income tax (163) (171) (200) (274) (344)   Cash at the end of the year 2,180 2,641 4,083 4,579 5,234 

PROFIT FOR THE YEAR 466 472 569 780 980          

Non-controlling interest 18 5 3 (16) (49)          

Net Profit  to shareholders 483 477 572 764 931  Key ratios      

        YE 31 Dec FY18A FY19A FY20E FY21E FY21E 

Adj. Net profit 510 540 622 794 951  Sales mix (%)      

        Property mgmt services 66.5 63.5 66.6 65.2 63.6 

Balance sheet       Extended VAS 14.0 14.2 13.4 13.6 14.5 

YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY21E  Community VAS 19.5 22.3 20.0 21.2 21.9 

Non-current assets 1,506 3,317 3,344 3,377 3,417  Total 100.0 100.0 100.0 100.0 100.0 

PP&E 372 582 602 622 642         

Investment in associated & JV 218 207 206 211 223   Profit & loss ratios (%)      

Goodwill 82 271 271 271 271 
  
Gross margin 17.8 18.0 17.2 17.7 18.1 

Others 834 2,257 2,265 2,273 2,281   EBIT margin 7.3 7.0 7.6 8.6 9.1 

         Net margin 7.2 5.6 5.6 6.3 6.5 

Current assets 3,838 5,204 7,049 8,034 9,229   Effective tax rate 26.0 26.6 26.0 26.0 26.0 

Inventory 291 338 403 477 559     
     

Trade and other receivables 1,202 1,841 2,179 2,594 3,051   Growth (%) 
     

Bank balances and cash 2,180 2,661 4,103 4,599 5,254   Revenue 30.5 27.9 18.3 19.1 17.6 

Others 165 364 364 364 364   Gross profit 26.5 29.2 13.0 22.5 19.9 

         EBIT 3.2 21.9 27.7 34.7 24.8 

Total assets 5,344 8,521 10,393 11,412 12,646   Net profit 24.7 -1.2 19.9 33.5 21.9 

                

Current liabilities 2,922 4,149 4,615 5,191 5,826   Balance sheet ratios      

Trade and other payables 1,892 2,627 3,139 3,715 4,351   Current ratio (x) 1.3 1.3 1.5 1.5 1.6 

Contracted liabilities 749 971 971 971 971   Receivable turnover days 65 78 78 78 78 

Bank borrowing 1 47 - - -   Payables turnover days 125 136 136 136 136 

Others 281 505 505 505 505   Inventory turnover days 19 18 18 18 18 

         Net debt / total equity ratio (%) net cash net cash net cash net cash net cash 

Non-current liabilities 17 1,418 1,331 1,261 1,205          

Bank borrowing - 436 349 279 223   Returns (%)      

Others 17 982 982 982 982   ROE 20.8 17.3 13.5 16.1 17.4 

         ROA 8.7 5.5 5.5 6.8 7.8 

Total liabilities 2,939 5,567 5,946 6,452 7,032          

         Per share      

Equity to shareholders 2,329 2,753 4,249 4,746 5,351   Adj. EPS (RMB) 0.18 0.19 0.21 0.27 0.33 

Non-controlling interests 76 201 198 214 263   DPS (RMB) 0.06 0.06 0.07 0.09 0.11 

Total Equity 2,405 2,954 4,447 4,960 5,614  BVPS (RMB) 0.78 0.78 1.25 1.42 1.62 

Source: Company data, CMBIS estimates  
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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. 
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