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Greentown Management (9979 HK)

Surprise again: 1H22 new contracts largely
beat

The Company released its 1H22 operating data after market close and reported
a 10% YoY rise on newly contacted GFA to 13.2 mn sg.m, representing newly-
contracted service fees of RMB4.1bn (+26% YoY) and largely beating consensus
as well as our expectation of RMB3.3bn. According to data released by
Greentown China (3900 HK), Greentown Mgmt. also delivered stronger-than-
market contract sales in Jun-22 and booked MoM/YoY growth at +84%/-6% vs.
industry avg. of +55%/-43%. Considering factors including 1) developers and PM
companies are overshadowed by another wave of debt maturity and potentially
weakening property sales in July-22 (report), 2) the company is likely to deliver
decent 1H22E earnings at the end of this month, Greentown Mgmt. might be a
good choice for investors in the short term. We maintain our BUY rating with
target price unchanged at HK$8.09, representing 18x 2022E P/E.

Both new contracts and property sales in 1H22 beat the expectation.lg
The company reported newly contracted GFA of 13.2 mn sg.m (+10% YoY
and new contract value of RMB4.1bn (+26% YoY) in 1H22, Iargeg beating our
expectation of RMB3.3bn and representing 48% of that in 2022E (vs. 45% in
1H21). It indicates the Company has to sign new contracts of RMB4.5bn in
2H22E (+15% YaY) to finish its 20% YoY growth target of the full year, which
seems not difficult and the Companéls confident about it. As revealed by the
quarterly data, contract value of RMB2.1bn was signed in 2_82_2, representin

a +1.3x YoY growth compared to 2Q21 as projects with bidding process/D

process delayed by lockdown in 1Q22 reached agreements in 2Q22. 2)
Company’s property sales reached RMB7.9bn in Jun-22, which achieved a
stronger recovery than the industry with +84% MoM and -6% YoY growth vs.
industry avg. of +55% MoM and -43% YoY. A 20% YoY sales decline in 1H22
delivered by company was also much better than industry’s -51% YoY drop.

Client structure stays healthy. Projects from private entities/government
and SOEs/financial institutions accounted for 22.7%/59%/18.3% of new
contracts value in 2022 which looks still healthy compared to GFA breakdown
at the end of FY21 (24%/73%/2% for private entities/ government and SOEs
/ Financial institutions). The Company stated that government PJM continues
to diversify on project type and it is expected to see more breakthrough on
standardized capital PIM during 2H22-1H23.

Might be a quality choice in ST as 1) 1H22 results are likely to be the ST
catalyst for Company’s share price. 2) Industry is 3ettlng more attention when
peers like CIFI, Gemdale are reporting their good progress in PIJM segment
and there will be more such cases to come during 1H22 reporting season. 3)
Company assured to stop growing in loan-to-third-parties which worried the
investors. 4) Developers and PM companies are clouded by another debt
maturity peak and potentially weakened July sales. As such, we maintain our
BUY rating with target price of HK$8.09, reéaresentlng 18x 2022E P/E. Risks:
1) another wave of massive lockdown; 2) weaker-than-expected property
sales in 2H22; and 3) negative press reports about parentco.

Earnings Summary

(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E
Revenue (RMB mn) 1,813 2,243 2,767 3,242 3,722
YoY growth (%) 9.1 23.7 23.3 17.2 14.8
Net income (RMB mn) 439 565 719 857 982
EPS (RMB) 0.26 0.29 0.37 0.45 0.51
YoY growth (%) 15.4 12.4 27.2 19.2 14.6
Consensus EPS (RMB) N.A. N.A. 0.45 0.58 0.71
P/E (x) 19.8 17.6 13.8 11.6 10.1
P/B (x) 2.8 3.0 2.7 2.5 2.3
Yield (%) 3.3 3.9 4.3 5.2 5.9
ROE (%) 14.3 16.9 19.9 21.8 22.9
Net gearing (%) Net cash Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIGM estimates
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Figure 1: 1H22 new contracts

1H21 2H21 1H22 2H22E 10Q21 2Q21 3Q21 4Q21 1Q22 2Q22
Newly contracted GFA (mn sqm) 12.0 10.8 13.2 14.1 | 9.0 3.0 4.6 6.1 n.a. n.a.
yoy growth 23% n.a. 10% 31% : 91% -5% n.a. n.a.
Estimated service fee (RMB bn) 3.22 3.89 447 1 234 0.88 1.61 2.28 2.01
yoy growth 0% n.a. 26% 15% : 99% 28% -14% 133%
Service fee as % of full year (2021A/2022E) 45% 55% 48% 52% | 33% 12% 23% 32% 24% 24%

Source: Company data, CMBIGM

Figure 2: Property sales of Greentown Management

Property Sales of Greentown Mgmt. Jan Feb Mar Apr May Jun 1H22
2021 GFA Sold (mn sgm) 0.23 0.28 0.49 0.38 0.48 0.53 2.39
Contracted Sales (RMB bn) 3 3.5 6.5 6 7.4 8.4 34.8
2022 GFA Sold (mn sgm) 0.18 0.27 0.38 0.39 0.33 0.45 2.00
Contracted Sales (RMB bn) 2.9 3.4 4.4 4.9 4.3 7.9 27.8
0, 0, 0, - 0,

2022 % change Monthly Contracted Sales MoM n.a. 17% 29% 11% 12% n.a.
Monthly Contracted Sales YoY n.a. -3% -32% -18% -42% n.a.
Accumulative GFA Sold YoY n.a. -12% -17% -12% -17% -16% n.a.

2022 % change _
Accumulative Contracted Sales YoY n.a. -3% -18% -18% -25% -20% n.a.
Industry % change Monthly: Top 100 developers MoM n.a. -24% 27% -16% 6% n.a.
(Contracted sales) Monthly: Top 100 developers YoY n.a. -A7% 53% -59% -59% n.a.

Industry % change .
Accumulative: Top 100 dewelopers YoY n.a. n.a. -47% -51% -53% -51% n.a.

(Contracted sales)

ASP 2021 ASP (RMB/sgm) 13,043 12,500 13,265 15,789 15,417 15,849 14,561
2022 ASP (RMB/sgm) 16,111 12,593 11,579 12,564 13,030 17,556 13,900

Source: Company data, CMBIGM

Figure 3: Valuation table (as of 20220711)

Ticker CMBI rating Last price Mkt Cap Mkt Cap Net profit growth %
(HKS)  (HKS mn) (HKS mn) HA 22E 23E
Greentown Management 9879 HK Buy 81 6.2 12,442 176 13.8 116 272 192
Central China Management 8882 HK Hold 14 1.0 3421 36 34 37 3.3 77
Average 14.6 11.5 9.9 221 134
Country Garden Services 6088 HK Buy a6 285 95,854 16.9 137 101 436 359
CR MixC Lifestyle 1208 HK Buy 443 367 83,654 441 M2 23T 278 314
A-Living 3318 HK Hold 342 105 14,910 5.0 43 42 17 155
Greentown Services 28589 HK Hold 75 85 27,743 243 222 172 231 217
Ever Sunshine 1985 HK Hold 127 T4 12,951 18.1 122 9.1 385 38.0
Poly Services 6049 HK Hold 534 50.0 27 887 258 M8 172 233 273
S-Enjoy 1755 HK Sell 85 8.0 6,947 82 X} 5.1 55.4 34.0
Powerlong Commercial 5908 HK Buy 332 48 2,525 53 44 35 236 254
Excellence CM 5989 HK Buy 149 3.8 4,576 %] 5.1 39 477 322
Central China New Life 9983 HK Buy 129 3.5 4,379 57 47 3.8 30.0 229
Sino-Ocean Services BETT HK Buy 7.1 28 3,386 66 49 3.4 325 363
Mew hope Services 3658 HK Buy 44 23 1,856 78 46 na. 835 na,
Redsun Services 1871 HK Buy 54 31 1278 BT 58 45 412 322
Evergrande Services B656 HK Buy 104 23 24,865 56 42 32 na, 32
Sunac Services 1516 HK Buy 7.0 3.7 11,310 71 5.8 47 237 251
Average 22.7 17.5 13.3 30.5 31.0

Source: Company data, Bloomberg, CMBIGM
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Financial Summary

Income statement Cash flow summary
YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec (RMB mn) FY20A  FY21E FY22E FY23E FY24E
Revenue 1,813 2,243 2,767 3,242 3,722 Profit before tax 412 571 719 857 982
Commercial 1,312 1,478 1,723 2,002 2,286 D&A 24 25 24 24 24
Government 310 572 831 1,003 1,171 Change in working capital 503 57 52 9) 12
Other service 191 194 213 237 265 Others (81) (119) (191) (228) (261)
Cost of sales (947) (1,203) (1,511) (1,734) (1,982) Net cash from operating 903 566 698 771 910
Gross Profit 866 1,041 1,255 1,507 1,740
Capex (6) (21) (39) (46) (56)
Advance/repayment of long-term receivables ( 1 10) (238) - - -
Seling and marketing expenses (48) (93) (55)  (65) (74) Others 24 (238) 81 84 81
Administration expenses (331) (378) (439) (510) (582) Net cash from investing 92) (497) 43 37 26
Listing fee (34) - - - -
Other gains and losses (31) (10) - - - Dividends paid (15) (333) (431) (514) (589)
Operating profit 422 560 762 933 1,084 Advance fromfrepayment of arelated party (524) 25 - - -
Proceeds from issue of new shares 1,184 - - - -
Finance cost - net 47 110 96 101 107 Others (159) (15) (6) (6) (6)
Pre-tax Profit 525 722 910 1,08 1,243 Net cash from financing 486 (322) (437) (520) (595)
Income tax (117) (152) (191) (228) (261) Net change in cash 1,258 (260) 303 288 341
Discontinued operations 5 - - - - Exchange difference (39) (6) - - -
PROFIT FOR THE YEAR 412 571 719 857 982
Non-controlling interest 27) 5 - - - Cash at the beginning of the year 1,139 2,397 2,138 2,441 2,729
Net Profit attribute to 439 565 719 857 982 Cash at the end of the year 2,397 2,138 2,441 2,729 3,070
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec FY20A  FY21E FY22E FY23E FY24E
Current assets 3,321 3,701 4,348 4,948 5,604 Sales mix (%)
Bank balances and cash 2,397 2,138 2,441 2,729 3,070 Commercial 72.4 65.9 62.3 61.8 61.4
Trade and other receivables 388 749 924 1,082 1,242 Government 17.1 25.5 30.0 30.9 315
Contract assets 317 482 595 697 800 Others 10.5 8.6 7.7 7.3 7.1
Amounts due from related parties 203 240 206 347 398 Total 100.0 100.0 100.0 100.0 100.0
Other current assets 16 92 92 92 92
Growth (%)
Non-current assets 1,427 1,543 1,564 1,587 1,619 Revenue -9.1% 23.7% 23.3% 17.2% 14.8%
Property, plant and equipment 98 102 120 140 167 Gross profit -1.8%  202%  20.6%  20.1%  15.4%
Right-of-use assets 18 17 19 23 27 Operating profit -225%  328% 36.0% 225%  16.2%
Investment properties 53 47 47 47 47 Net profit 353% 28.7% 27.2% 192% 14.6%
Goodwill 769 769 769 769 769
Interests in associates and JVs 161 244 244 244 244 Pprofit & loss ratios (%)
Long-term receivables 210 238 238 238 238 Gross profit margin 47.8 46.4 45.4 46.5 46.8
Other non-current assets 117 126 126 126 126 Net profit margin 24.2 25.2 26.0 26.5 26.4
Total assets 4,748 5244 5912 6,534 7,222 Effective tax rate 22.4 21.0 21.0 21.0 21.0
Current liabilities 1,619 1,844 2,239 2,541 2,868 Balance sheet ratios
Trade and other payables 819 943 1,185 1,360 1,554 Cash/total assets (%) 0.5 0.4 0.4 0.4 0.4
Amounts due to related parties 199 246 309 355 405 Current ratio (x) 0.9 0.8 0.7 0.6 0.6
Contract liabilities 396 385 475 556 639 Receivable turnover days 78 122 122 122 122
Others 206 270 270 270 270 Payable turnover days 315 286 286 286 286
IBL to total assets 0.02 0.00 0.00 0.00 -
Non-current liabilities 26 29 29 29 29
Deferred tax liabilities 17 19 19 19 19 Returns (%)
Lease liabilities 9 10 10 10 10 ROE 14.3 16.9 19.9 218 22.9
Total liabilities 1,645 1,872 2,267 2,570 2,897 ROA 9.3 10.8 12.2 131 136

Equity to shareholders 3,075 3,341 3,614 3,934 4,295 Per share

Share capital 16 16 16 16 16 EPS (RMB) 0.26 0.29 0.37 0.45 0.51
Reserves 3,069 3,325 3,598 3,918 4,279 DPS (RMB) 0.17 0.20 0.22 0.27 0.31
Non-controlling interests 27 30 30 30 30 BVPS (RMB) 1.83 1.74 1.88 2.05 2.23
Total Equity 3,102 3,372 3,645 3,965 4,326

Source: Company and CMBIGM estimates
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Disclosures & Disclaimers

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.

CMBIGM or its affiliate(s) have investment banking relationship with the issuers covered in this report in preceding 12 months

CMBIGM 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 CMBIGM

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 Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) 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. CMBIGM 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. CMBIGM 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 CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM 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 CMBIGM 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. CMBIGM
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides the information,
advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM 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. CMBIGM may make
investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIGM 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 CMBIGM 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 CMBIGM may have a conflict of interest that could affect the objectivity of this report and CMBIGM 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 CMBIGM.

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 (I)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 (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and
may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports and the
independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified as a research
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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
solely to "major US institutional investors”, as defined in Rule 15a-6 under the US, Securities Exchange Act of 1934, as amended, and may not be furnished to any other
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
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provided in this report should do so only through a U.S.-registered broker-dealer.
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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
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