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 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 c.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 (Figure 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.  

 NBS REI decline widened while its components decline narrowed. Why?  
Noting that 90% of REI consists of 1) construction and installation (C&I) costs, 
2) equipment expenses and 3) land purchase costs, where C&I and equipment 
expenses together (1+2) equate to GFA under construction times (x) per-sqm 
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 
starts and completions showed narrowed declines). Land purchase performed 
better with a 4.7ppt narrower decline from June's -2%. Thus, we estimate the 
wider decline in REI was primarily due to per-sqm construction costs, 
influenced by material price like cement and steel, which fell by 3% and 6%, 
respectively, in July. (Figure 2) 

 NBS sales volume/value decline widened 1/4% even with lower bases. 
Property GFA sold in July dropped 15.4% YoY to 74mn sqm, reaching levels 
last seen in May 2009. Sales value declined 18.5% YoY to RMB62 bn, marking 
the lowest level since May 2015. This corresponds to a YoY/MoM decrease in 
property selling price of 3.7%/2.3%. Looking ahead, our leading indicator 
shows a widened property search interest decline in Aug, suggesting a slightly 
wider sales decline in Sep.(Figure 1) 

 High-frequency data: The daily avg. transaction volume went down 20%/ 
18% in Aug MTD (vs. daily avg. in July) in primary/secondary markets which 
indicate the sales momentum is continue weakening after the surge in June. 
As of 18 Aug, new home sales volume in 30 major cities in Aug MTD was -
18%/-23% MoM/YoY (vs. -16% YoY in July). The YTD decline narrowed to -
34% YoY (vs. -37% at end-Jun). The secondary home sales volume in 17 
cities was -22%/+2% MoM/YoY in Aug MTD (+37% YoY in July). The YTD 
decline largely narrowed to -3% YoY (vs. -8% at end-Jun). .  

 Transaction watch in tier-1 cities (weekly). During the 32nd week of 2024 
(05-11 Aug), units of new homes sold in BJ and SZ surpassed their weekly 
avg. in 1H24 by 94% and 14%, while GZ and SH underperformed by -21% 
and -41%. Units of secondary homes sold saw a weak week with 
SH/BJ/SZ/GZ underperforming their weekly avg. in 1H24 by 14/7/5/2%. 
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Figure 1: Quick review of national property data in 7M24 

 
Source: NBS, Wind, CMBIGM 
 

Figure 2: REI breakdown  

 
Source: NBS, Wind, My Steel, CMBIGM 
 

Figure 3: Leading Indicator  

 
Source: Wind, CMBIGM 
Note: Data as of 18 Aug 2024 
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Figure 4: Daily avg. transaction volume ('0000 sqm)  

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

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

 

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

 

 
Source: Wind, CMBIGM 

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

 
Source: Local MOHURD, CMBIGM 

Figure 8: Units of secondary homes sold in tier-1 cities (32W2024) 

 
Source: Local MOHURD, CMBIGM 
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