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The successful launch of 9 public REITs provided a good starting point for this 

RMB1tn market. In the mid-to-long term, the expansion of asset scope and 

participation of more long-term funds would help developers deleverage from 

some of the investment properties. In the near term, developers with exposure to 

logistics such as Vanke may see potential transaction as GLP (21% owned by 

Vanke) has already participated in the first round of public REITs. All in all, we 

think the impact on developers is relatively limited for now but it may provide long-

term impacts if the market proves successful in China. Currently China property 

sector is trading at 1x PB and we see very limited downside. The sentiment may 

improve on positive catalysts (such as strong 1H21 results due to low base). 

Prefer CR Land, KWG and COLI. 

 The RMB1tn market of public REITs officially launched. As the first trial of 

public REITs, 9 infrastructure-backed REITs have received strong investor 

interest since the launch on 31 May. Based on Hexun news, the 

oversubscription on average is around 50x and the total proceeds exceeded 

RMB30bn. Out of 9 REITs, the underlying assets are mainly industrial parks 

(3), high-way tolls (2), logistics (2) and others. In order to have a successful 

launch, Regulators set a requirement of dividend yield >4% in the next 3 years 

based on IPO price. We generally see 4-5% yield in the property-backed 

REITs such as industrial parks and logistics while higher yield of >6% for 

franchise-backed REITs (such as high-way toll). The difference lies on the 

asset value in the future as high-quality property/asset may appreciate in the 

future which is positive for the REITs, while the franchise rights are seeing 

decreasing value each year due to expiry. 

 Comparison with US REITs Market. US currently has 157 equity REITs with 

a total size of 1.3tn US dollars. Residential, retail, industrial and logistics are 

the popular asset classes which takes >50% of total. So it has much wider 

scope than China due to long history and mature mechanism. Also in terms 

of the yield, the average dividend yield was 3.31% as of Mar 2021 vs. >4% in 

China. However, if adjusting the risk free rate, it looks about the same.  

 What could be the evolvement of REITs market? 1. Scope: So far, the 

regulators only allow high-quality infrastructure assets to do public REITs. We 

think the scope may extend to more government-supported areas in the mid-

to-long term such as rental apartment business. 2. Investor base: >4% yield 

may attract more long-term funds to support the market growing. Among the 

investors of 9 public REITs, insurance and pension funds already show high 

interests as the yield can match their cash flow target. Also they may get 

involved in the pre-REITs stage to provide more financing to the asset holders. 

 Would public REITs be a game changer for developers? As the scope of 

Public REITs only covers infrastructure for now, the impact is relatively limited 

as most of developers are holding office/retail types. We do see developers 

with exposure to logistics (Vanke) and industrial parks (China Fortune) that 

may benefit from public REITs. Vanke currently has 148 logistics projects in 

44 cities with RMB1.87bn revenue in 2020 (up 37%). The yield can reach as 

high as 7-8% which could satisfy the requirement of public REITs. This 

provides another option for Vanke. Going forwards, if the scope extends to 

rental service apartment, this would further benefit Vanke (RMB2.5bn revenue 

in 2020 with 184k units) and Longfor (RMB1.8bn revenue in 2020 with 90k 

units) which are the leaders of the business. 
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Figure 1: Details of 9 public REITs 

 
Source: Yicai, Wind 
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Figure 2: US REITs Market 

 
Source: NAREIT 

 
Figure 3: Valuation table 

 
Source: CMBIS estimates 
 

Company Ticker Last price Mkt Cap Rating TP P/E P/B NAV/share Discount to

(LC) (LC mn) (LC) 20A 21E 22E 20A 21E (LC) NAV

Vanke - H 2202 HK 26.20 361,593 BUY 33.92 6.0 5.3 4.9 1.1 1.0 48.47 45.9% 30%

COLI 688 HK 18.48 202,260 BUY 30.49 3.8 3.2 2.9 0.5 0.5 43.55 57.6% 30%

Country Garden 2007 HK 9.79 215,850 BUY 13.36 5.0 3.8 3.4 1.0 0.9 26.72 63.4% 50%

CR Land 1109 HK 36.05 257,070 BUY 44.79 7.2 8.0 7.0 1.1 1.1 63.98 43.7% 30%

Longfor 960 HK 46.05 279,306 HOLD 34.27 11.2 9.6 7.5 2.1 2.1 48.95 5.9% 30%

Shimao 813 HK 21.90 77,476 BUY 44.94 5.0 4.2 3.6 0.7 0.7 59.88 63.4% 25%

Agile 3383 HK 11.38 44,576 BUY 13.89 3.9 3.8 3.4 0.7 0.6 27.68 58.9% 50%

KWG 1813 HK 11.36 36,131 BUY 17.87 4.5 3.7 3.1 0.7 0.6 25.52 55.5% 30%

China Aoyuan 3883 HK 8.50 22,915 BUY 15.48 3.2 2.6 2.2 1.0 0.8 30.95 72.5% 50%

Times China 1233 HK 11.38 22,064 BUY 16.20 3.7 2.8 2.4 1.0 0.7 32.40 64.9% 50%

China SCE 1966 HK 3.43 14,482 BUY 5.60 3.1 2.8 2.3 0.6 0.5 9.34 63.3% 40%

Redsun 1996 HK 2.56 8,520 BUY 3.52 4.2 3.4 2.9 0.6 0.5 5.87 56.4% 40%

Sinic 2103 HK 4.16 14,852 BUY 4.95 6.3 5.6 5.4 1.5 1.3 9.90 58.0% 50%

Vanke - A 000002 CH 26.57 299,458 BUY 31.36 7.7 6.8 6.0 1.4 1.4 48.46 45.2% 35%

Radiance 9993 HK 4.68 18,932 BUY 5.55 4.4 3.8 3.2 0.9 0.6 13.87 66.3% 60%

Dafa 6111 HK 6.04 5,000 BUY 8.32 12.2 6.6 5.8 1.2 1.2 15.13 60.1% 45%

Shinsun 2599 HK 6.16 18,747 BUY 7.75 4.8 4.2 3.7 2.2 0.9 12.92 52.3% 40%

Dexin 2019 HK 3.11 8,401 BUY 3.56 5.9 4.0 3.7 1.4 1.1 7.12 56.3% 50%

Average 5.7 4.7 4.1 1.0 0.9 55.0% 40.8%

TP 

Discount
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