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Property

NBS 7M24: REI decline widened but its components all
performed better, why?

NBS data in 7M24 weakened as the market expected. REI decline widened to -
10.2% from -10.1% in 6M24. In terms of monthly data in July, the decline in REI
widened by 0.7ppt to -10.8% from -10.1% in June while both GFA under
construction and land purchase costs performed better (affected ¢.90% of total
REI) with their declines only widened 0.1ppt and narrowed 4.7ppt respectively.
We estimate the worse REI data may be caused by material price declines that
resulted in lower construction cost per sqm under construction (Eigure 2). NBS
property sales volume/value declines widened in July even with a lower base.
High-frequency data reveals that momentum of both the new home and secondary
home sales continues weakening after the surge in June with daily avg.
transaction volume down 20%/ 18% in Aug MTD (vs. daily avg. in July). Our
leading indicator hints at a narrower decline in Aug and a wider one in Sep. Our
tier-1 cities watch finds that secondary home sales saw a weak week in 32W with
all four cites booking a number below their weekly avg. With a benign policy
outlook, we foresee a continued recovery in the sector's performance in the mid-
to long-term. For stocks, we recommend asset-light companies benefiting from
the existing market such as CR MixC, Poly Services, Binjiang Services, Onewo,
BEKE and Greentown Mgmt. For developers, we recommend CR Land with LT
value.

B NBS REl decline widened while its components decline narrowed. Why?
Noting that 90% of REI consists of 1) construction and installation (C&lI) costs,
2) equipment expenses and 3) land purchase costs, where C&l and equipment
expenses together (1+2) equate to GFA under construction times (x) per-sgm
expenses. In July, the decline in REI widened by 0.7 ppt (from -10.1% in June
to -10.8%), while GFA under construction decline widened just 0.1 ppt (new
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Figure 1: Quick review of national property data in 7M24

Jul-24 YoY MoM  Jun-24 YoY TM24 YoY 2023 YoY

Property GFA sold (mn sgm) 62 -15.4% -44 7% 113 -145% 541 -18.6% 1,117 -8.5%
Property sales (RMB bn) 620 -18.5% -46.0% 1,147 -14.3% 5333 -24.3% 11,662 -6.5%
Implied property price (RMB/sgm}) 9,942 -3.7% 23%" 10,172 0.2% 9,849' -1.0% 10,437  8341%

Unsold Inventory (mnsqm) 739 145% _00% _ 739 152% _ 739 _145% 673 _ 19.0%
Mew starts (mn sgm) 57 -19.7% -28.0% 79 -21.7% 437 -23.2% 954  -204%

GFA under construction (mn sgm) 7,033 -12.1% 0.9% 6,968 -12.0% 7,033 121% 8,384 -1.2%

GFA completion {(mn sgm) 35 -21.8% -18.2% 43 -296% 300 -21.8% 998 17.0%

Property investment (RMB bn) 835 -10.8% -29.8% 1,190  -101% 6,088 -10.2% 11,091 -9.6%

Domestic loans of developers (RMB bn) 10 -3.8% -27.8% 140 -8.5% 922 -6.3% 1,560 -9.9%

*Red/Green text denotes betterworse than the previous month
Source: NBS, Wind, CMBIGM
Figure 2: REI breakdown
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Figure 3: Leading Indicator
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Note: Data as of 18 Aug 2024
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Figure 4: Daily avg. transaction volume (‘0000 sgm)

Au Pre-517 Post-517 2023 YTD YoY
Grovsth (11518)  (5.17-8.18) Croath (11818) (11818) | Growth

30 major cities 28.41 2600 2648  33.81 2582 2073 20% 2372 28.29 19% 3892 2558 -34%

Tier 182 2229 2061 2070 2607 2020  16.11 20% 1870 2205 18% 3058  20.07 -34%

Tier 3 6.12 539 577 7.74 562 462 -18% 5.02 6.24 24% 8.34 5.52 -34%
Shenzhen 0.96 1.00 079 1.12 1.05 1.19 0.79 1.07 35% 1.33 0.90 -32%
Guangzhou 239 238 2.39 343 2.36 2.58 1.99 2.79 40% 2.91 232
Suzhou 213 1.07 1.55 1.72 1.13 1.08 -4% 1.30 1.50 15% 2.08 1.38 -34%
Beijing 2.60 2.40 2.00 2.95 284 234 A7% 254 2,69 6% 3.28 2.60
Shanghai 465 423 363 474 439 3.54 -19% 3.48 434 25% 528 3.83 2%
Chengdu 5.62 6.14 7.01 6.33 5.54 4.24 -24% 5.35 6.02 13% 8.23 5.62 -32%
Hangzhou 258 1.62 1.96 3.85 1.75 1.11 -37% 1.72 249 AN 284 2.03 -28%

Au - - YoY

Secondary sales Grov!:th zri:g) ?50157?11; Srowih (1,\1126} Growth
17 major cities 23.51 2638 2466 2500 2696 2219 8% 2144 2500 21% 2393 2326 -3%
Dongguan 0.74 0.81 075 0.91 090 0.81 074 0.86 15% 1.05 0.79 25%
Suzhou 1.91 2.60 259 2.34 226 2.03 2.03 2.46 21% 2.25 2.20 2%
Shanghai 5.20 4.65 4.80 7.12 5.41 4.85 410 502 [4a% o0.00 4.85 na.
Foshan 2.18 247 242 2.41 2.39 2.06 -14% 2.01 2.39 19% 2.43 2.16 1%
Qingdao 1.87 237 1.99 1.88 2.04 1.71 -16% 1.75 1.92 9% 1.68 1.82 8%
Shenzhen 134 154 153 163 173 1.39 -20% 1.25 1.62 30% 1.01 140 [38%
Beijing 438 430 4.21 4.83 4.92 3.96 -20% 3.68 4.72 28% 4.29 4.1 -4%
Chengdu 6.56 7.47 6.72 6.60 753 6.00 -20% 6.04 6.89 14% 6.71 6.39 5%
Hangzhou 1.51 1.47 1.45 1.82 1.56 1.16 -26% 1.16 1.60 37% 1.14 1.34 17%

Source: Wind, CMBIGM
Note: Data as of 18 Aug 2024

Figure 5: YTD new home sales decline narrowed to -34% YoY

30 Major cities: average 7-day rolling property sales ("0000 sgm)
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YoY F]ik - new home vs 2023 vs 2022 vs 2021 vs 2020 vs 2019 MoM A 5%k
Jan - Feb -39% -47% -60% -20% -49% Feb -50%
Mar -47% -23% -58% -23% -49% Mar 118%
Apr -39% -20% -62% -46% -54% Apr 1%
May -38% -23% -57% -52% -52% May 5%
Jun -19% -45% -49% -50% -45% Jun 31%
Jul -16% -39% -50% -60% -56% Jul 21%
Aug MTD -23% -44% -56% -B6% -58% Aug MTD -18%
QTD 19% -41% -58% -B2% 57% WoW F 351t
YTD -34% -37% -58% -46% -51% 2024 Aug 18 4%

Source: Wind, CMBIGM
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Figure 6: YTD secondary sales decline narrowed to -2% YoY

Secondary sales in 17 Major cities: average 7-day rolling ('0000 sqm)
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YoY F] i - Second hand vs 2023 vs 2022 vs 2021 vs 2020 vs 2019 MoM H 35t
Jan - Feb 3% 26% -11% 67% 12% Feb -52%
Mar -31% 24% -10% 53% 0% Mar 114%
Apr 8% 36% 3% 20% T% Apr 9%
May 5% 43% 12% 9% 8% May -3%
Jun 10% 17% 18% 4% 7% Jun 6%
Jul 37% 26% 29% 2% 6% Jul 8%
Aug MTD 2% 3% 18% 9% 1% Aug MTD -22%
QTD 24% 18% 25% 5% 4% WoW 5 5 it
YTD 3% 26% 4% 17% 1% 2024 Aug 18 0%

Source: Wind, CMBIGM

Figure 7: Units of new homes sold in tier-1 cities (32W2024)

8.05-8.11 vs. weekly avg. in 1H WoW
Weekly 27w 28w 29w 30w 31w 32W excl. holiday weeks W 32W
Shenzhen 621 579 579 so0 (647 584 § 14% b2oo% [ -10%
Guangzhou || 1346 1056 654 988 1126 890 § B 21% Fao [l 21%
Beijing 883 1,003 773 892 1,145 2 94% L oe% | 62%
Shanghai 351 955 835 1,043 640 ¢ | B 41% - 20% [ 0K -48%

M

vs. monthly avg. in 1H Mo

Monthly Feb Mar Apr May Jun Jul Jun Jul

Shenzhen 844 2245 2355 2616 29% Coae% | 1%
Guangzhou 2138 4830 4834 5134 §, 12% s [l 27%
Beijing 1560 3557 3469 8% Pl21% 1 6%
Shanghai 1469 5797 4408 8% | ee% [l 20%
Source: Local MOHURD, CMBIGM
Figure 8: Units of secondary homes sold in tier-1 cities (32W2024)

8.05-8.11 vs. weekly avg. in 1H WoW
Weekly 2TW 28W 20W 30W 31W 32w excl. holiday weeks 31W 32w
Shenzhen 953 891 896 g\ [ 4 119
Guangzhou 2183 2004 21314 | 1%
Beijing 3388 3352 2949y R 2
Shanghai 4395 3942 g I

MoM

Monthly Feb Mar Apr May Jun Jul Jun Jul
Shenzhen 1785 3840 4171 4172 5% ] 10%
Guangzhou 4865 9373 9128 #33% [ 4%
Beijing 6332| 14280 13354 Thow 4%
Shanghai 6596 17,834 18,077 W% 31%

Source: Local MOHURD, CMBIGM
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