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Property

Sales show recovery sign, banks may help semi-SOE
(Maintain)

The property sector surged 8% yesterday (12 March) as YY’s Asia reported China Property Sector
that 12 national banks were guided to provide RMB 80bn syndicate loan for

Vanke. In our view, such move confirms that “regulators have reached a Miao ZHANG
consensus on Vanke’s position as a systematically important developer”, (852) 3761 8910
indicating Vanke is not likely to default in the short term under the support of zhangmiao@cmbi.com.hk

regulators. We think the key points to watch are: Will the guidance to be
executed and whether Vanke can provide enough collateral to balance
between loan holders and non-standard debt holders. Property sales showed
preliminary improvement on a weekly basis with secondary market performed
better than the new home market, while the buying sentiment is still low
compared to the same period last year, since new/secondary home transaction
volume in the 3" week post-CNY only recovered to 40/65% of the same period
last year.

B What is new. YY’s Asia reported that 12 national banks are planning to
provide RMB 80bn syndicate loan for Vanke to repay its future maturing
debt, and several banks have confirmed this news. We think this confirms
our previous statement that “regulators have reached a consensus on
Vanke’s position as a systematically important developer”, showing a clear
attitude to provide financial assistance to Vanke. This would bring more
confidence to the market during the debt repayment peak. The key points
to watch should be whether this loan can be executed. We think the
potential challenges lie in 1) whether Vanke can provide sufficient collateral
for the loan. 2) If collateral is offered for the syndicated loan holders, non-
standard debt holders (like insurance companies) may also require
additional collateral, if Vanke has the ability to balance between them. 3)
Against the backdrop of a significant decline in asset prices, whether Vanke
can secure favourable loan-to-value ratios.

M Property sales. Four points we would like to share: 1) On a weekly basis,
property sales showed preliminary signs of improvement post-CNY
especially in tier-1 cities, with secondary market recovering better than the
new home market. 2) We think new home recovery was mainly driven by
project supply, while secondary home was boosted by home price declines.
3) Compared to the post-CNY last year, overall new home/secondary home
transaction volume have only recovered to ¢.38/65% of the same period
last year (Figure 1). In Shanghai, weekly transaction for new
home/secondary home recovered to 42/90% of the same period last year
(Eigure 4). The still-low buying sentiment could also be evidenced by avg.
project subscription rate of 95% for Shanghai’s project supply in 2024 vs.
193% for 1%t batch launched similar period in 2023 (Figure 6).4) We think
the recovery trend of secondary market may sustain as the downward trend
in price may continue while that of new home market may depend on
whether there is further relaxation on demand-side policy.

B Sector performance and stock pick: After a mild recovery in the week
following the CNY-holiday, the property sector entered another period of
volatility influenced by developers’ debt crisis concerns. Yesterday, the
developers surged 8% due to the Vanke’'s news mentioned above. We
believe news related to developers debt repayment will continue to affect
sector performance in Mar and Apr. Stock selection: for asset-light
companies, we prefer beneficiaries in the secondary market like BEKE and
PM companies with stable cash flow, high dividend yield and a trend of
further increasing dividend payout ratios such as CR MixC, COPH, Poly
Services, Yuexiu Service and Onewo etc. Others we like PJM company
Greentown Mgmt. with good fulfilment on results guidance. For developers,
we recommend CR Land with long-term value.

Nika MA
(852) 3900 0805
nikama@cmbi.com.hk

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



CME INTERMATIONAL

13 Mar 2024 @--‘]‘Eéﬁﬁ

Figure 1: Property sales recovery process from the same period in 2023
1st week post-CNY  2nd week post-CNY  3rd week post-CNY

% recovered from same period in 2023

0219-0225 0226-0303 0304-0310
New home sales in 30 major cities 29% 46% 38%
Secondary home sales in 14 cities 53% 62% 65%

Source: Wind, CMBIGM

Figure 2: YTD new home sales declined 44% YoY as of end of 12 Mar 2024
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Figure 3: YTD new home sales declined 13% YoY as of end of 12 Mar 2024
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Figure 4: New home sales in Shanghai recovered to 42% of the same period last year
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Source: baishengpg, CMBIGM
Note: Data of CNY holiday refers to data in two weeks covering CNY holiday. Updated as of 10 March 2024.

Figure 5: Second-hand home transaction in Shanghai recovered to 90% of the same period last year, the
price dropped 4% in two weeks

(unit sold) 2023 2024 (RMB/sg.m)

6,000 | 64,000
= G :

62,919 62,993 62,812 ' 62,000
5,000 4793 |

. 60,000

| 4309 i

4030 .

4,000 I 58,000
|

3133 . 3008 56,000
3,000 I

1 54 000
|

2,000 5 52,000
|

| 50,000
1,000 *

! 48 000
|

0 i 46,000

1st week post- 2nd week post- 3rd week post- 1st week post- 2nd week post- 3rd week post-
CNY CNY CNY CNY CNY CNY
mmmm ?nd homd transaction volume === ransaction price (RHS)

Source: Shibeizixun, CMBIGM
Note: Updated as of 10 March 2024

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3



CME INTERMATIONAL

13 Mar 2024 @z-‘fﬁéﬁﬁ

Figure 6: Observing buying sentiment through project subscription rate in Shanghai
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