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CIFIHG: 1H21 result stable as expected

CIFI announced stable interim result with high revenue growth but
further margin compression. CIFIHG curve performed relatively firm
amid sell-off in the past two months, thanks to its solid credit profile.
We considered CIFIHGs fairly priced at current valuations.
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Margin declined but expected to be stabilized

In 1H21, CIFI's revenue increased 58.0% to RMB36.4bn and core net
profit attributable to equity owner up 4.8% to 3.3bn. Gross margin
further lowered to 20.7% (vs 25.6% in 1H20 and 21.7% in FY20) and
core net profit margin also down t0 9.2% (vs 13.9% in 1H20 and 11.2%
in FY20). Future revenue is visible given its high unbooked revenue
(RMB150bn) and contract liability (RMB93.5bn). Having said that,
gross margin is expected to stay at current level (c20%) based on
existing unbooked revenue margin. Total debts (including perp and
lease liability) grew 4.2% to RMB112.9bn from RMB108.4bn in FY20.
Debt composition remains healthy with bank loans, senior notes and
onshore corporate bonds account for 60.7%, 27.4% and 10.0% of total
debts (vs 56.8%, 28.3% and 11.6% in FY20).
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Target to enter green camp under “3-red-line” by FY21

CIFI lowered its net gearing to 64.0% (incl. perp as debts)/60.7% (not incl. perp) from 71.4%/64.2% in
FY20. Unrestricted cash/ST debts ratio remained at 2.7x while adj. asset to liabilities ratio slightly improved
to 72.1% from 72.5% in FY20. Company targets to lower adj. asset to liabilities ratio to below 70% and
move to green camp by FY21.

Contracted sales on track to achieve full year target

CIFI achieved RMB157bn contracted sales in 7M21 (attributable ratio of c52%), representing 53% yoy
growth and 59% full-year target. Company also maintained good cash collection ratio of above 90%.
Management indicated that the company would slow down the expansion into new cities and target 15%
attributable contracted sales growth in coming years given the tightening regulatory supervision in the
industry.

Attributable ratio is expected to stay low

CIFI acquired 43 land parcels with attributable costs of RMB27.7bn and attributable ratio of 51%, which is
in contrast to company’s target to increase its attributable ratio. Ml/total Equity also further increased to
59.3% from 52.7% in FY20. As CIFI prioritize moving into green camp over immediate increase in
attributable ratio, we expect its attributable ratio and Ml/total equity ratio to maintain at current levels over
the coming 1-2 years.
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