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 Positive sales growth in May. NBS released property market data. 

Contracted sales amount and area shrank by 10.6% to RMB4,627bn and 

12.3% to 487mn sq m in 5M20. The decline was narrowed from 4M20 

because business activities resumed in China. There were double up for 

sales in amount and GFA in May. Contracted sales amount and area gained 

by 14.0% to RMB1,441bn and 9.7% to 147mn sq m in May 2020, 

respectively. It seems the worst was over. 

 Steady rise in property prices. NBS revealed that property prices of newly 

built housing increased by 2.9%, 5.4% and 4.8% YoY in the first, second 

and third tier cities in May 2020, respectively. Only eight out of 70 leading 

cities in China recorded annual decline of property price for newly built 

housing in the period. We believe the pent-up demand was released after 

COVID-19 cases declined. Furthermore, the loosening monetary policy as 

well as rate cut stimulated the housing demand. 

 Need to catch up in 2H20. Although contracted sales were almost frozen 

in 1Q20, a few CMBIS rated developers posted contracted sales growth in 

5M20. Yuzhou (1628 HK) recorded a 44.4% growth to RMB30.7bn in the 

period. Other developers, such as Evergrande (3333 HK, NR), Shimao (813 

HK, BUY), Logan Property (3380 HK, BUY), China SCE (1966 HK, BUY) 

and Redsun Properties (1996 HK, BUY) also posted positive sales growth 

in 5M20. In terms of hit rate, only Evergrande performed well and 

accomplished 42% of full year sales target of RMB650bn. Times China 

(1233 HK, BUY), Sunac (1918 HK, NR) and China Aoyuan (3883 HK, BUY) 

achieved hit rate of 17.0%, 23.5% and 25.2% by May, respectively. They 

need to accelerate in 2H20 in order to fulfil the tasks. 

 Market is still fragile. On the one hand, we see China property market 

started to recover in May. On the other hand, we are afraid the market is 

fragile. First, the rising COVID-19 cases has alarmed again in Beijing. There 

may be second-wave of epidemic. Furthermore, we are more concerned 

about the China economic outlook. Our economist forecasts China GDP 

growth to be 2.8-3.5% in 2020, which is historical low since reform. Our 

major concern focuses on the job market. Any substantial rise in 

unemployment rate would drag down housing demand immediately. 

 Cautious optimistic outlook. We maintain our forecast on property sales 

and area decline of 5% and 10% in 2020, respectively. Our top picks include 

Vanke (2202 HK, BUY, TP: HK$36.69), Country Garden (2007 HK, BUY, 

TP: HK$14.55), China Aoyuan (3883 HK, BUY, TP: HK$15.48) and Poly 

Development (600048 CH, BUY, TP: RMB22.16). 

Valuation table for top picks  

Source: CMBIS estimates 

China Property Sector 

 

 

Sign of recovery 

Company Ticker Last price Mkt Cap Rating TP P/E NAV/share Discount to

(LC) (LC mn) (LC) 19A 20E 21E (LC) NAV

Vanke - H 2202 HK 24.85 321,932 BUY 36.69 6.4 5.6 4.9 52.42 52.6%

Country Garden 2007 HK 9.86 215,669 BUY 14.55 4.8 4.2 3.8 26.45 62.7%

China Aoyuan 3883 HK 8.53 23,056 BUY 15.48 4.9 3.2 2.8 30.95 72.4%

Poly Development 600048 CH 14.53 173,382 BUY 22.16 6.2 5.2 4.5 27.73 47.6%
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mailto:huangchengyu@cmbi.com.hk
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Property market recovered in May 

NBS released property market data. Contracted sales amount and area shrank 

by 10.6% to RMB4,627bn and 12.3% to 487mn sq m in 5M20. Compared with 

18.6% and 19.3% decline in contracted sales amount and area in 4M20, China 

property market rejuvenated in May. We believe pent-up demand was released 

after the outbreak in China became less serious.  

There were double up for sales in amount and GFA in May. Contracted sales 

amount and area gained by 14.0% YoY to RMB1,441bn and 9.7% YoY to 147mn 

sq m in May 2020, respectively. It seems the worst was over. In Apr 2020, 

contracted sales amount and area tumbled by 5.0% YoY to RMB1,150bn and 2.1% 

YoY to 120mn sq m, respectively. 

Figure 1: Contracted sales amount  

 

Source: NBS, CMBIS 

Figure 2: Change of contracted sales amount 

 

Source: NBS, CMBIS 

 

Figure 3: Contracted sales area 

 

Source: NBS, CMBIS 

Figure 4: Change of contracted sales area 

 

Source: NBS, CMBIS 
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Developers are cautious 

Investment in real estate market slightly dropped 0.3% to RMB4.59tn in 5M20. 

The decline was reduced from -3.3% in 4M20. We believe the resumption of 

construction work after COVID-19 drove up investment in real estate. In fact, 

investment in real estate market expanded by 8.1% to RMB1.28tn in May 2020, 

compared with 7.0% in Apr 2020.  

However, we believe developers are more cautious. New starts tumbled by 12.8% 

YoY to 695mn sq m in 5M20 or 20.1% YoY to 218mn sq m in May 2020. Land 

sales also fell 8.1% YoY to 47.52mn sq m in 5M20. All reflected their conservative 

stance. Any new starts will bring in next 24 months continuous investment.   

Figure 5: Change of investment in real estate market 

 

Source: Companies data, CMBIS 

Figure 6: Change in new starts 

 

Source: Companies data, CMBIS 
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1.9% rise in contracted sales ASP in 5M20 

Contracted sales ASP reached RMB9,500 per sq m in 5M20 

Based on the contracted sales amount and area in 5M20, contracted sales ASP 

gained by 1.9% to RMB9,500 per sq m in the period. Apart from 0.8% rise in 

4M20, appreciation of property price was less since Mar 2017. 

Property price in the second tier cities rose most 

NBS also revealed that property prices of newly built housing increased by 2.9%, 

5.4% and 4.8% YoY in the first, second and third tier cities in May 2020, 

respectively. Only eight out of 70 leading cities in China recorded annual decline 

of property price for newly built housing in the period. We believe the pent-up 

demand was released after COVID-19 cases declined. Furthermore, the 

loosening monetary policy as well as rate cut stimulated the housing demand. As 

a result, it drove the property price up. 

Figure 7: Contracted sales ASP in China 

 

 

Source: NBS, CMBIS 

Figure 8: Property price change in the first, second 

and third tier cities 

 

Source: NBS, CMBIS 

 

Stability is the main theme 

We believe stability is still the main theme of China property market. Rise in 

property price is acceptable but its magnitude, no matter is upside or downside, 

should be within single digit. If there is large movement of property price, Chinese 

government may implement new policies to stabilize property price.   
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Catch up in 2H20 

Sales frozen in 1Q20 

Due to the outbreak, many sales centers were closed in Feb and Mar 2020. 

Therefore, many developers suffered from the sales drop in 1Q20. For example, 

Agile, Redsun Properties and Poly Development recorded more than 30% sales 

decline in 1Q20.  

Pick-up started in Mar 

Following the re-opening of sales centers in Mar, developers were more willing 

to launch properties for sales. Many developers experienced a three-digit MoM 

sales growth in Mar. Although not all developers would have strong sequential 

rebound in Apr and May, their sales momentum could be maintained. Most of 

developers recorded consecutive YoY contracted sales growth in Apr and May. 

Figure 9: Monthly contracted sales of major developers 

Source: Companies data, CMBIS 

 

 

 

Company 2020

(RMB bn) Ticker Jan Feb Mar Apr May

Evergrande 3333 HK Equity 40.6 44.7 62.1 65.2 60.2

Vanke - H 2202 HK Equity 54.9 28.0 54.9 48.0 61.3

Country Garden (Attr) 2007 HK Equity 32.9 20.9 47.0 49.0 56.1

Sunac 1918 HK Equity 18.6 12.2 30.9 33.8 45.2

Poly Development 600048 CH Equity 23.6 20.1 27.4 37.6 47.1

COLI 688 HK Equity 17.5 11.5 22.6 24.0 21.6

CR Land 1109 HK Equity 11.0 5.5 22.4 18.9 21.2

Longfor 960 HK Equity 10.1 7.0 21.1 22.1 22.1

Shimao 813 HK Equity 10.2 6.5 20.3 21.2 22.0

Logan Property (Attr) 3380 HK Equity 6.1 2.7 7.1 9.8 11.6

Agile 3383 HK Equity 5.0 3.0 7.7 10.7 13.8

KWG 1813 HK Equity 5.2 1.7 6.2 6.5 9.2

China Aoyuan 3883 HK Equity 5.1 2.0 7.3 8.7 10.3

Times China 1233 HK Equity 6.7 1.1 4.7 4.7 7.5

Yuzhou 1628 HK Equity 3.4 1.2 5.7 9.6 10.8

China SCE 1966 HK Equity 5.0 1.9 6.0 6.1 9.1

COGO 81 HK Equity 2.8 1.2 4.2 4.0 5.1

Powerlong 1238 HK Equity 3.5 1.3 3.2 5.8 7.4

Company Ticker 2020

(YoY) Jan Feb Mar Apr May

Evergrande 3333 HK Equity -6.1% 107.8% 13.1% 11.6% 12.5%

Vanke - H 2202 HK Equity 12.3% -35.1% -4.2% -20.3% 5.7%

Country Garden (Attr) 2007 HK Equity -0.5% -50.0% 4.2% 3.8% 3.3%

Sunac 1918 HK Equity -22.2% -33.2% -17.9% -13.7% 1.8%

Poly Development 600048 CH Equity -29.8% -39.9% -35.8% 0.4% 12.4%

COLI 688 HK Equity -32.2% -37.3% -13.2% -7.5% -21.4%

CR Land 1109 HK Equity -32.7% -39.3% -13.3% 6.2% -0.5%

Longfor 960 HK Equity -32.3% -29.9% 7.6% 12.5% 9.9%

Shimao 813 HK Equity -11.4% -35.2% 5.8% 40.7% 36.7%

Logan Property (Attr) 3380 HK Equity 40.0% -44.9% -9.3% 34.7% 14.1%

Agile 3383 HK Equity -18.5% -58.3% -35.0% 16.1% 24.0%

KWG 1813 HK Equity 1.2% -57.9% -2.2% -3.0% 45.0%

China Aoyuan 3883 HK Equity -9.6% -65.2% -2.9% -8.8% 2.3%

Times China 1233 HK Equity 59.6% -65.3% -30.0% -10.0% 25.5%

Yuzhou 1628 HK Equity 22.8% -61.0% 11.7% 87.4% 108.7%

China SCE 1966 HK Equity 7.9% -56.4% -10.6% 7.1% 68.5%

COGO 81 HK Equity -14.7% -57.3% 22.4% -6.8% -10.5%

Powerlong 1238 HK Equity 10.4% -54.4% -30.9% 8.6% 13.7%
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A few posted YoY growth in 5M20 

Some CMBIS rated developers posted contracted sales growth in 5M20. Yuzhou 

recorded a 44.4% growth to RMB30.7bn in the period. Other developers, such as 

Evergrande, Shimao, Logan Property, China SCE and Redsun Properties also 

reported positive sales growth in 5M20.  

Most of them have less than 35% hit rate by May 

In terms of hit rate, only Evergrande performed well and accomplished 42% of 

full year sales target of RMB650bn. Times China, Sunac and China Aoyuan 

achieved hit rate of 17.0%, 23.5% and 25.2% by May, respectively. They need to 

accelerate the sales pace in 2H20 in order to fulfil the tasks. 

 

Figure 10: Accumulated contracted sales of major developers in 5M20 

 Source: Companies data, CMBIS 

 

 

  

5M20 YoY Hit Sales target

Company Ticker (RMB bn) change rate (RMB bn)

Evergrande 3333 HK Equity 272.8 17.8% 42.0% 650.0

Vanke - H 2202 HK Equity 247.1 -7.7% 38.0% 650.0

Country Garden (Att) 2007 HK Equity 206.0 -7.0% 33.9% 607.4

Sunac 1918 HK Equity 140.7 -13.9% 23.5% 600.0

Poly Development 600048 CH Equity 155.7 -17.6% 32.1% 485.0

COLI 688 HK Equity 97.2 -21.4% 26.0% 374.0

CR Land 1109 HK Equity 79.0 -12.5% 30.2% 262.0

Longfor 960 HK Equity 82.3 -2.2% 31.7% 260.0

Shimao 813 HK Equity 80.3 11.5% 26.8% 300.0

Logan Property 3380 HK Equity 37.3 8.1% 33.9% 110.0

Agile 3383 HK Equity 40.2 -11.8% 33.5% 120.0

KWG 1813 HK Equity 28.7 0.8% 27.9% 103.0

China Aoyuan 3883 HK Equity 33.3 -13.2% 25.2% 132.0

Times China 1233 HK Equity 24.6 -2.1% 17.0% 145.0

Yuzhou 1628 HK Equity 30.7 44.4% 30.7% 100.0

China SCE 1966 HK Equity 28.1 5.0% 30.3% 93.0

COGO 81 HK Equity 17.3 -11.1% 28.8% 60.0

Powerlong 1238 HK Equity 21.2 -5.8% 28.3% 75.0

Redsun 1996 HK Equity 20.6 1.5% 27.5% 75.0

Sinic 2103 HK Equity 32.7 N.A. 29.8% 110.0



16 Jun 2020 
 

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 7 

Full of uncertainty 

On the one hand, we see China property market started to recover in May. On 

the other hand, we are afraid the market is fragile.  

First, COVID-19 cases has alarmed again in Beijing. Beijing reported 36 new 

cases of COVID-19 in the 24 hours to midnight on Sat 13 Jun. All of them linked 

with the largest wholesale food market in Beijing. If there is second-wave of 

epidemic, sales centres may be forced to close again, which in turn affects 

property sales. 

Furthermore, we are more concerned about the China economic outlook. Our 

economist forecasts China GDP growth to be 2.8-3.5% in 2020, which is historical 

low since reform. Our major concern focuses on the job market. According to our 

latest report (link) of “Takeaways of 2020 Government Work Report” published 

on 25 May 2020. Chinese government lowered employment targets in 2020 due 

to COVID-19 disruptions. Urban surveyed jobless rate will stay around 6.0% in 

2020, compared with around 5.5% a year ago. Any substantial rise in 

unemployment rate would drag down housing demand immediately. 

As a result, we maintain our market forecast. We project contracted sales amount 

and area decline by 5% to RMB15.17tn and 10% to 1,544mn sq m in 2020, 

respectively. 

Figure 11: Annual contracted sales amount in China 

 

Source: NBS, CMBIS estimates 

Figure 12: Annual contracted sales area in China 

 

Source: NBS, CMBIS estimates 

 

  

https://www.cmbi.com/upload/202005/20200525311956.pdf
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Valuation close to the trough 

Although property sector did not have a huge rally in 1H20, a few property 

companies successfully raised fund in the capital market. Four major developers 

had undergone five times of share placement. Totally, they raised HK$23.9bn. 

Figure 13: Equity fund raising YTD 

Source: Companies data, CMBIS 

In our previous sector reported dated 21 Apr 2020, companies under our universe 

are on average trading at 5.3x 2020E P/E or 52.6% discount to NAV. Now, they 

return to the start point after ex-dividend for most stocks. Their valuations 

retreated slightly on average trading at 5.3x 2020E P/E or 53.3% discount to NAV. 

It is close to the trough. 

Figure 14: Share price change YTD 

 

Source: Bloomberg, CMBIS 

Figure 15: 1 year forward PE   

 

Source: Wind, CMBIS 

 

Our top picks include Vanke (2202 HK, BUY, TP: HK$36.69), Country Garden 

(2007 HK, BUY, TP: HK$14.55), China Aoyuan (3883 HK, BUY, TP: HK$15.48) 

and Poly Development (600048 CH, BUY, TP: RMB22.16).  
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Figure 16: Valuation table 

 
Source: Company data, Bloomberg, CMBIS estimates 

 

Company Ticker Last price Mkt Cap Rating TP P/E NAV/share Discount to

(LC) (LC mn) (LC) 19A 20E 21E (LC) NAV

Vanke - H 2202 HK 24.85 321,941 BUY 36.69 6.4 5.6 4.9 52.42 52.6%

COLI 688 HK 24.75 271,166 BUY 28.12 5.8 6.0 5.2 40.17 38.4%

Country Garden 2007 HK 9.86 215,669 BUY 14.55 4.8 4.2 3.8 26.45 62.7%

CR Land 1109 HK 31.85 227,120 BUY 44.25 6.9 7.6 6.4 63.22 49.6%

Longfor 960 HK 36.55 219,101 HOLD 34.27 10.5 10.3 8.2 48.95 25.3%

Shimao 813 HK 32.80 116,036 BUY 37.85 8.9 8.1 6.7 50.46 35.0%

Logan Property 3380 HK 13.14 72,527 BUY 14.50 5.8 5.4 4.5 29.00 54.7%

Agile 3383 HK 9.03 35,371 BUY 10.65 4.2 4.2 3.6 26.62 66.1%

KWG 1813 HK 12.24 38,885 BUY 13.70 3.6 5.6 4.7 22.84 46.4%

China Aoyuan 3883 HK 8.53 23,056 BUY 15.48 4.9 3.2 2.8 30.95 72.4%

Times China 1233 HK 13.50 26,215 BUY 16.20 4.4 3.8 3.3 32.40 58.3%

Yuzhou 1628 HK 3.32 17,360 BUY 4.81 4.2 3.5 2.9 9.62 65.5%

China SCE 1966 HK 3.45 14,428 BUY 4.79 3.5 3.7 3.8 7.99 56.8%

COGO 81 HK 4.67 15,987 BUY 7.21 3.5 3.1 2.7 10.30 54.7%

Redsun 1996 HK 2.63 8,732 BUY 3.22 5.9 5.6 4.1 5.36 50.9%

Sinic 2103 HK 4.12 14,709 BUY 5.02 6.5 5.1 4.0 10.08 59.1%

Vanke - A 000002 CH 25.82 294,058 BUY 31.60 7.4 6.5 5.7 52.42 50.7%

Poly Development 600048 CH 14.53 173,382 BUY 22.16 6.2 5.2 4.5 27.73 47.6%

Average 5.8 5.4 4.6 52.6%
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