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CNY: Crowded malls, pent-up buyers but

overbuilt houses OUTPERFORM

(Maintain)

Our CNY channel check indicates the following trends: 1) Shopping malls are the
key beneficiaries after reopening. Wuyue/Wanda/CR all saw quick traffic
recovery after COVID and restaurants performed the best. 2) Decent one-off Jeffrey Zeng

pent-up demand for home purchase may boost Feb sales, in line with our sales (852) 3916 3727
leading indicator GAIN. 3) Overbuilt and unsold inventory poses the biggest risk
for the property and financial system. Therefore, we suggest the following stock
recommendation in Feb: 1) Shopping malls: Seazen>Longfor>CR Land; 2) Miao Zhang

Developers: COLI>Vanke>CIFI. (852) 3761 8910

zhangmiao@cmbi.com.hk

China Property Sector

jeffreyzeng@cmbi.com.hk

B Shopping malls saw fast recovery: Wuyue>Wanda; Restaurants>others.
Based on our channel check, the traffic in some of the big shopping malls like Bella Li
Wuyue and Wanda were better than 2022, thanks to the quick recovery after
. ) (852) 3757 6202
Pandemic. From mall perspective, Wuyue and Wanda both saw almost 100% bellali@cmbi.com.hk
occupancy rate and Wuyue was doing better than Wanda in terms of traffic.
The key reasons other than location are mainly that Wuyue provides more

children facilities and right mall size to fit in quality tenants. Wanda’s
advantage is being able to attract EV tenants like Huawei, Xpeng and Li Auto Property GFA sold (mn sqm) 1,249 8%
given its huge size, reconfirming our report: NEV swiping right for hip malls. ;:’x:g;:;::’:rj)b“) L
In terms of tenant performance, restaurants are the obvious winners with most Property investment (RMBbn) 12,626 5%
traffic while the rest is still lagging much behind. GFA completion (mn sqm) 948 +10%

B We expect sales to see short-term boost in Feb due to pent-up demand
and low base: Jan sales is still likely to end up badly as a result of COVID
and CNY distortion (MTD sales went down 33% YoY in major 30 cities vs. -21/25%
in Dec/Nov 2022). However, our channel check and leading sales indicator
GAIN (ZENG, MIAO) both indicated a short-term boost in Feb. From channel
check perspective, the traffic in property registration department has improved
exponentially after COVID (Chart 3). From GAIN Index perspective which has
been very accurate since we first launch in May 2022, it has indicated a strong
sales recovery in Feb 2022, at a scale similar to Jun and Sep in 2022. Also,
the base is much lower in Feb 2022 due to CNY therefore Feb sales is worth
expecting. Looking beyond Feb, it is largely dependent on the policy strength
after “Two Sessions” on 5 Mar. If it starts to allow relaxation in Tier 1 cities like
Guangzhou, then the sentiment may continue.

B Overbuiltinventory remains the biggest challenge: In the short-to-medium
term, the oversupply of lands and inventory in a national scale would pose the
biggest risk on the property price and thus demand sentiment. According to
our calculation, the national inventory month has piled into 26 months of sales
which is the highest since 2017. Our channel check also indicates a similar
case especially lower tier cities (Chart 6). If we take other demand factors into
consideration: the population is already declining in 2022 (0.34% in 2021 vs.
7% in 2014 and 5% in 2008), urbanization rate has less room than before (65%
in 2021 vs. 56% in 2014 and 47% in 2008), high household leverage (62% in
2021 vs. 36% in 2014 and 18% in 2008), this implies the overall recovery
would take much longer time than previous policy relaxation cycles. Therefore,
we forecast property sales value to decline another 10% in 2023 after -27% in
2022.
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Figurel: Traffic recovered quickly in shopping malls like Wuyue and Wana

Source: CMBIGM

Figure 2: EV brands are indeed expanding into shopping malls

Source: CMBIGM
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Figure 3: Pent-up demand after pandemic may boost sales in the short term
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Real Estate Registration Service Area

Source: CMBIGM

Figure 4: Leading indicator suggests better sales in Feb
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Figure 5: Jan sales went down 33% YoY in major 30 cities partly due to CNY distortion

30 Major cities: average 7-day rolling sales (‘0000 sgm)

90 —2021 —2022 —2023
80 /
70
60 /
50 '
40 ‘
30 |
20
10
0
= N - = ~ = = - = = =

Source: NBS, CMBIGM

Figure 6: Large amount of unsold units in Jingzhou

Source: CMBIGM
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Figure 7: National inventory month piled to the highest since 2017

General inventory month
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Figure 8: Comp sheet of developers

Ticker Last price Mkt Cap Dividend Yield
(LC) (LC mn) 23E
Vanke - H 2202 HK 16.44 238,520 33.92 4.0 7.0 7.2 7.0 0.7 7% 5%
CoLl 688 HK 21.85 236,957  30.49 5.5 54 6.2 5.9 0.6 7% 5%
Country Garden 2007 HK 2.78 76,833 13.36 1.7 1.9 4.0 4.1 03 13% 4%
CR Land 1108 HK 38.65 275,611 4479 10.2 886 86 7.9 1.0 4% 4%
Longfor 960 HK 24.90 156,410  52.59 6.9 54 5.5 5.2 0.9 8% 6%
Shimao 813 HK 4.42 16,786 NA 1.1 1.1 1.3 1.3 0.1 26% 29%
Agile 3383 HK 2.48 11,656 MNA (R ] 31 21 23 0.1 24% 0%
KWG 1813 HK 1.95 5,666 NA 08 1.3 2.3 2.2 0.1 23% 0%
Times China 1233 HK 1.49 3,132 NA 0.5 07 1.7 1.2 0.1 8% 0%
China SCE 1966 HK 1.04 4,392 MNA 1.2 1.2 15 1.6 02 19% 0%
CIFI 884 HK 1.17 12,183 NA 1.1 11 1.9 1.9 02 16% 5%
Seazen 1030 HK 3.08 21,762 NA 2.0 18 3.4 3.3 04 0% 0%
Midea 3930 HK 13.40 18,163 MNA 3.4 35 53 5.3 06 144% 8%
Vanke - A 000002 CH 18.55 207,542 NA 5.1 9.6 9.2 8.8 0.9 5% 4%
Poly Development 600048 CH 13.70 187,836 NA 6.5 69 7.9 7.3 09 4% 4%
Binjiang Real Estate 002244 CH 10.37 32,266 NA 13.8 10.7 86 7.3 1.4 2% 2%
Average 4.0 4.3 4.8 4.5 0.5 11.2% 4.7%
Source: BBG, CMBIGM
Figure 9: Comp sheet of property supply chain
Company Ticker Last price Mkt Cap PIE PB Dividend Yield
(LC) (LC mn) 20A 21A 22E 23E 22E 21A 22E
Xinyi Glass 868 HK 16.68 68,540 10.5 5.8 10.1 89 1.8 9% 5%
CNBM 3323 HK 7.04 59,381 3.4 3.0 5.2 42 0.5 12% 7%
China Res Cement 1313 HK 456 31,842 3.6 4.1 127 9.7 0.6 13% 4%
China Lesso 2128 HK 9.35 29,008 6.9 8.1 7.4 6.3 1.2 4% 4%
Anhui Conch Cement 600585 CH 29.06 149,733 4.4 486 8.8 7.8 0.8 8% 4%
Tangshan Jidon Cement 000401 CH 8.49 22,568 4.3 48 84 71 0.7 7% 4%
Baoshan Iron & Steel 600019 CH 6.08 135,391 10.7 5.7 8.6 7.3 0.7 5% 4%
Qriental Yuhong 002271 CH 38.29 96,432 25.4 22.0 3486 232 3.4 0% NA
Inner Mangolia Iren & Steel 600010 CH 1.94 88 435 215.6 30.8 -64.7 431 1.6 2% 1%
Aluminum Corp of China 601600 CH 503 80,189 179.6 17.6 15.2 15.6 14 13% 12%
EBeijing New Building Materials 000786 CH 28.35 47 898 NA 13.6 15.1 12.5 2.2 0% 0%
Yunnan Aluminum 000807 CH 12.90 44737 445 12.2 99 8.6 2.1 1% 2%
Shandong Nanshan Aluminium 600219 CH 391 41,097 20.6 121 10.8 101 0.9 17% 17%
Weixi New Building Materials 002372 CH 23.15 36,857 30.5 30.1 28.0 23.2 6.9 MNA MA
Kinlong Hardware 002791 CH 102.55 32,974 404 37.0 825 441 6.7 1% 0%
Zhuzhou Kibing 601636 CH 12.41 33,302 18.1 8.0 215 14.2 2.5 8% 5%
Maanshan Iron & Steel 600808 CH 2.85 20,105 11.0 4.1 40.7 9.9 0.7 12% 3%
Keshun VWaterproof 300737 CH 13.22 15,611 16.1 22.4 323 19.0 2.8 NA NA
Era Co Ltd 002641 CH 459 5,669 6.8 98B MNA MNA NA 2% MA
Canlon Building Materials 300715 CH 14.42 5,550 15.8 72.1 3786 225 2.0 4% NA
Average 35.2 16.4 171 15.7 241 6.4% 4.8%

Source: BBG, CMBIGM
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