12 May 2021

CMB International Securities | Equity Research | Sector Update

ME LR S

CMB INTERNATIONAL

If W7 % i W WooB W

A Wholly Owned Subsidiary Of China Merchants Bank

China Property Service Sector

Long shopping mall operators in 2Q OUTPERFORM
(Maintain)

During 2Q21, PM sector has seen relatively flat performance as we think overall China Property Service Sector

27x 2022E P/E valuation has almost priced in the 40-50% 2020-23E CAGR

guidance. With competition intensifying and cornerstone lock-up expiry in the Jefrey Zeng

residential management, we suggest investors to long shopping mall operators _(852) 3916 3727 .

given that 1) retails sales recovered faster than expected during labor holiday and jeffreyzeng@cmbi.com.hk

4M21 together with occupancy rate and rental improvement. This provides
earnings upside on 5-10% rental commission for commercial operators. 2)
Competition remains limited in this space which gives rooms for major players to
consolidate via asset-light models. Top picks: Powerlong/CRMixc Lifestyle/CGS.
Catalysts: 1H21 results; Wanda Commercial Management to announce IPO.

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

B Retail sales/occupancy rate/rental all are improving. The retail sales
during Labor holiday (1-5 May) has seen strong recovery of 20% YoY (or 10%

2Y CAGR), accelerating from 6.3% in Mar 2021. In particular, major shopping Related Reports

1.  “Worth to chip in the sector now” —
mall operators have outperformed the market such as Powerlong (+44% YoY 11 Mar 2021
for the comparable malls), Wanda (+77% YoY) and Golden Eagles (+44% 2. “Marketing feedback — Remain
YoY). Also the occupancy rate of shopping mall has improved to 90% in 1Q21 bullish” - 3 Feb 2021

3. “The growth engine shifts to

from 89% in 4Q20 while rental saw 1.3% QoQ increase in Shanghai based on community VAS” — 25 Jan 2021

JLL’s data. This is in line Powerlong’s latest guidance. Therefore we think this
would boost the shopping mall operator’s earnings upside as they can enjoy
5-10% of commission from rental income growth.

B Competition over shopping mall management remains modest. Due to
the high entry barrier, overall competition in the commercial operation is still
limited. This can be seen from the 4M21 CRIC data that shows only 1.5% of
overall GFA expansion came from shopping mall type while
office/residential/schools took 35%/22%/10% of total. Therefore we believe
market leaders (top 10 players only took <15% of market share) with first-
mover advantage and know-how can continue to consolidate the market.

B Asset-light model provides fast expansion opportunity for market
leaders. Major players all announced target of expansion via asset-light
models such as Powerlong (open 50 malls by 2025, Wanda (70 contracted
malls in 2021), CR Mixc (50 by 2025). We think this is achievable given that
1) there will be 500-600 new malls opening per year; 2) old mall renovation
under new branding is one way of consolidating the existing market of >6,000
shopping malls (75% in Tier 1-3 cities). CR Land is currently exploring this
business. 3) Another way of tapping the existing shopping malls would be
wholesale leasing and renting out to earn the rental difference under the brand
premium. Powerlong is currently doing this business. Therefore, we may see
more upsize in this model especially to acquire small commercial operators.

B Lock-up expiry in the near term may pose some selling pressure: 4Q20
was the quarter when some large PM IPOs were seen. Therefore the coming
lock-up expiry in May-Jun 2021 may cause some short-term impact. In
particular, major players are Jinke Services (17 May, +23% since IPO,
cornerstone size of 427mn USD), Sunac Services (19 May, +85% since IPO,
686mn USD), Evergrande PM (2 Jun, +47% since IPO, 1,318mn USD) and
CR Mixc Lifestyle (9 Jun, +90% since IPO, 1,235mn USD).
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Figure 1: retail sales YoY growth during labour holiday (1-5 May 2021)
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Figure 2: CR Land on track to achieve +60% YoY rental growth in 1H21 (1Q +101%
YoY)
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Figure 3: 4AM21 GFA expansion by type among Top 50 PM companies
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Figure 4: Lock-up expiry in the near term may pose some selling pressure

Lock-up expiry dat¢Performance since IPO Cornerstone size (mn USD)

CR Mixc Lifestyle 1209.HK 9-Jun-21 90% 1,235
Evergrande PM  6666.HK 2-Jun-21 A47% 1,318
Sunac Services 1516.HK 19-May-21 85% 686
Jinke Services  9666.HK 17-May-21 23% 427

Source: Company data, CMBIS

Figure 5: Valuation table

Company Ticker CMBI rating TP Last price Mkt Cap P/E Net profit growth (%)
(HK$) (HK$) (HK$ mn) 21E 22E 21E 22E

Country Garden Senices 6098 HK BUY 91.2 75.2 227,576 40.6 28.9 68.9 40.7
CR MixC Lifestyle 1209 HK BUY 56.0 42.4 96,664 50.8  37.9 93.2 33.8
A-Living 3319 HK HOLD 34.2 35.0 46,667 15.0 11.2 47.3 33.5
Greentown Senices 2869 HK HOLD 9.5 12.0 39,048 38.7 31.8 32.2 21.5
Ever Sunshine 1995 HK BUY 22.2 17.9 29,967 33.6 21.8 72.8 54.2
Poly Senices 6049 HK HOLD 53.4 64.0 35,386 37.8 29.7 15.5 26.9
S-Enjoy 1755 HK BUY 34.6 23.1 20,145 24.9 19.5 41.3 27.2
Powerlong Commercial 9909 HK BUY 33.2 28.9 18,579 33.2 25.3 52.1 315
Excellence CM 6989 HK BUY 14.9 10.0 12,200 18.7 13.4 62.9 39.7
Languang Justbon 2606 HK BUY 69.7 51.8 9,217 10.0 7.4 34.2 34.1
Central China New Life 9983 HK BUY 12.9 5.9 7,455 11.9 9.0 22.1 32.6
Sino-Ocean Senices 6677 HK BUY 7.1 4.8 5,671 11.4 8.1 50.5 41.8
Redsun Senices 1971 HK BUY 9.4 4.3 1,768 8.9 6.1 75.8 47.7
Average 36.9 27.1 62.4 36.3

Source: Bloomberg, CMBIS estimates
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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.

Disclosures
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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
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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
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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 (l)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 (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and
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analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the
analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is intended for distribution in the United States
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person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it shall not
distribute or provide this report to any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on the information
provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore
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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.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4



