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China Property Service Sector e

2023 a year for market leaders and survivors OUTPEREORM

(Maintain)

We are positive towards PM sector in 2023 as it is the key beneficiary of both
housing completion push (GFA gain) and reopening (Community VAS), so higher
growth and better cash collection. This would create room for the existing market Jeffrey Zeng

leaders and surviving POEs (after property crisis) to accelerate earnings growth, (852) 3916 3727
both organically and via M&A activities. Therefore, we forecast 2023E earnings
growth at 23% from a low base of 12% in 2022E. As for 2022E preview,

China Property Sector

jeffreyzeng@cmbi.com.hk

Yuexiu/COPH may beat while Poly/CGS/Onewo may slightly fall below Miao Zhang
expectation. Currently the sector is trading at 15x 2023E PE which is fair in our (852) 3761 8910

view, but the leading SOEs could trade to 20-25x from currently 18x on their 25- zhangmiao@cmbi.com.hk
30% earnings CAGR due to market consolation. Small players like

Binjiang/Yuexiu traded at ~10x 2023E PE can also rerate on steady earnings and Bella Li

clear catalysts. Our top picks are Yuexiu Services (incentive plan, HK connect, (852) 3757 6202
attractive valuation) COPH (earnings beat), Binjiang services (growth outlook) bellali@cmbi.com.hk

and CR mixc (shopping mall recovery). Risks: bad debt/good will write off.

B The year of housing delivery in 2023 benefits leaders’ market share gain
in GFA. Due to construction delay in 2022 and direct completion funding
support (RMB550bn in total), we forecast housing completion to rebound +10%
YoY in 2023E. The pickup is likely to boost a faster transition from reserved
GFA to managed GFA and more room for third-party expansion. We think this
could benefit PM firms that have strong third-party expansion capability and
abundant reserved GFA: Greentown service, Onewo, Poly Service and COPH
who ranked top in terms of new managed GFA from third parties.

B Reopening would put Community VAS in acceleration, like ads,
brokerage and retail. Community VAS was seriously affected by COVID in
2022 (especially 4Q), which dragged segment revenue growth to 29% YoY in
2022E vs. 63% YoY in 2021. Considering the low base and consumption-
related services, we think community VAS segment will see quick recovery in
2023, especially for businesses like Ads, brokerage and retail. Therefore,
names with large contribution from VAS is likely to outperform, like Ever
Sunshine/Poly/Greentown/Yuexiu that all have >30% contribution from
community VAS at GP level.

B 2022E earnings preview — high divergence and low cash collection:
Without a surprise, we expect NP growth of PM sector to decelerate to 12%
YoY in 2022E from 52% in 2021 driven by both pressure in revenue (22% YoY
vS. 47% in 2021) and GPM (24% vs. 30% in 2021). However, it is worth noting
that 1) the divergence is even wider after the property crisis and COVID in
2022 (Figure 1). COPH/Yuexiu Services may see a beat while
Poly/Onewo/CGS may slightly disappoint. 2) The cash collection ratio is likely
to be low in 2022E as 4Q, the peak collection season was interrupted by
COVID which may put OCF/NP to 0.6-0.7x vs. 0.9-1x in 2021.

B Valuation and Top picks: The sector is currently trading at avg.15x 2023E
P/E which we think is quite fair from a long-term perspective. However, we
think market leaders like COPH, Poly, Onewo can trade to 20-25x (implying
1x PEG). For top picks, we prefer Yuexiu Services and COPH for their 2022E
earnings and growth outlook in 2023E and beyond. Also, CR Mixc could
benefit from retail boost on its shopping malls. Among POEs, Binjiang is likely
to outperform on solid earnings and parentco.
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Figure 1: PM sector 2022E earnings preview

2022E VS. 2023E 2022E 2023E 2022E  2023E
Earnings expectatio Earnings Revenue Revenue GPM

(YoY) n (YoY) (YoY) (YoY)
3316 HK Binjiang Services 40% In-line 38% NA NA NA NA
1209 HK CR MixC 28% In-line 31% 35% 34% 30%  29%
2669.HK COPH 31% Higher 31% 32% 30% 17%  17%
6049HK  Poly Services 220 [NEN 26% 24% 26%  19%  19%
6626 HK Yuexiu Services 21% Higher 20% 19% 51% 32%  31%
1995.HK Ever Sunshine 18% In-line 20% 34% 29% 26% 26%
2602 HK Onew o 18% 28% 25% 27% 16% 16%
6098.HK CGS 7% 15% 38% 24% 26% 25%
2869.HK Greentow n Servic 4% In line 20% 16% 22% 18% 18%
1755 HK S-enjoy Service 3% Inline 20% 21% 25% 29% 29%
3319.HK A-Living -15% In line 15% 9% 15% 26% 26%
9666.HK Jinke Services -27% In line 15% -8% 16% 27% 26%
Average 12% 23% 22% 27% 24%  24%

Source: BBG, CMBIGM. For non-covered names, we use BBG consensus data

Figure 2: Ratio of reserved GFA/managed GFA

{(mn sq.m) Ticker 2017 2018 2019 2020 2021 2022E
Greentown Services 2869 HK 109% 113% 110% 113% 114% 100%
CGS 6098 HK 168% 178% 148% 117% 88% 41%
S-Enjoy 1765 HK 87% 162% 154% 100% 82% 58%
Sunac Services 1516 HK 187% 239% 198% 95% 67% 48%
Powerlong CM* 9909 HK 18% 31% 54% 50% 62% 50%
Ever Sunshine 1995 HK 26% 63% 70% 78% 58% 28%
Poly Services 6049 HK 74% 90% 74% 49% 41% 49%
Excellence CM 6989 HK 15% 38% 41% 40% 38% 58%
A-Living* 3319 HK 134% 104% 69% 39% 36% 37%
Onewo 2602 HK NA NA 28% 27% 29% 29%
CR Mixc 1209 HK 8% 23% 25% 35% 29% 24%

Source: Company, CMBIGM

Figure 3: New managed GFA from third parties in FY21

(mn sq.m)

Source: Company data, CMBIGM
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Figure 4: Gross profit from VAS as % of total
Community VAS

Gl as % of Gross Profit

Ever Sunshine 35%
Paly Senices 36%
Jinke Smart Semnices 34%
Greentown Semnvices 33%
Yuexiu Services 30%
S-Enjoy 29%
Country Garden Senices 23%
Binjiang Semnices 22%
A-Living 22%
Onewo 20%
COPH 16%
Sunac Senices 9%
CR MixC 7%
Average 23%

Source: Company, CMBIGM

Figure 5: Valuation comps of PM companies

Ticker CMBI rating TP  Lastprice Mkt Cap Net profit growth Dividend Yield Payout ratio
(HKS) (HKS) (HKS mn) 1A

CR MixC Lifestyle 1208 HK BUY 443 41.4 94,495 455 36.5 278 2456 3.0 0.8% 1.2% 38%
COPH 2669 HK NR NA 9.8 32,178 326 254 19.5 285 25.0 0.5% 1.2% 30%
Poly Services 5045 HK HOLD 534 50.3 27,833 275 224 177 223 281 0.7% 0.9% 20%
Onewo 2502 HK BUY 60.7 452 53,267 - 223 17.4 183 338 - 1.1% -
Greentown Services 2869 HK BUY 79 53 17,035 181 171 135 £.1 287 3.8% 2.9% 69%
Binjiang Services 3316 HK NR NA 255 7,043 182 13.0 54 56 53.6 MA MNA MNA
“uexiu Services 6526 HK NR N& 49 7412 141 115 82 275 356 21% 2.3% 29%
Country Garden Services 5098 HK BUY 476 16.4 55,387 109 93 75 193 235 22% 2.6% 24%
Jinke Smart Services 9666 HK NR NA 125 8,187 5.4 87 7.0 -33.4 204 5.2% 4.3% 40%
Sunac Services 1516 HK BUY 7.0 35 10,638 57 123 6.6 -151.1 MNA 4.3% -0.5% 24%
Jinmao Services 816 HK HOLD: 55 45 4,073 154 88 83 103.7 4386 MNA NA NA
Shimao Services 873 HK NR NA 25 5,269 45 151 52 -7 100.2 NA NA NA
S-Enjoy 1755 HK SELL 85 7.2 5,247 8.1 79 57 238 301 26% 41% 21%
Ever Sunshine 1985 HK HOLD 127 36 6,315 82 59 5.4 217 272 36% 4.4% 29%
Central China New Life 9983 HK BUY 125 3.3 4207 5.0 53 47 -5 1.6 10.2% 12.7% 51%
Powerlong Commercial 9909 HK BUY 332 57 3,632 5.6 56 45 11.0 16.2 5.3% 7.1% 35%
Sino-Ocean Services G577 HK BUY 71 3.0 3,576 5.5 58 45 8.6 19.5 3.7% 5.0% 24%
KWG Living 3913 HK NR MN& 16 3,302 4.0 43 42 -15.3 15.0 &.9% §.0% 36%
A-Living 3319 HK HOLD 342 26 12,269 410 47 40 75 14.2 5.7% 4.8% 23%
Excellence CM 6969 HK BUY 149 37 4,540 7.3 5.1 38 335 338 9.7% 9.8% 1%
Evergrande Services 6866 HK BUY 104 23 24 855 759 459 37 219 328 MA NA NA
Redsun Services 18971 HK BUY 5.4 23 gm 6.1 3.1 22 412 322 MA NA NA
New Hope Services 3558 HK BUY 4.4 1.4 1,164 4.8 NA MNA 83.5 MNA 5.0% 8.7% 25%
Average 205 224 15.1 12.5 29.3 1.7% 1.9% 25.2%

Source: BBG, CMBIGM
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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 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
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to consult with a professional financial advisor in order to make their own investment decisions.
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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
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contained in this report does so entirely at their own risk.
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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 (l)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 (ll) 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
analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the
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
distribute or provide this report to any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on the information
provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined in the
Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report is distributed
in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of
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
CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4



