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SECTOR UPDATE 

Property – Hong Kong 
13% Upside In Valuations Compared With Previous Upcycle In 2016 
The CCL index, which reflects secondary property prices, was last reported at a 91-
week high of 185.16 (+0.4% wow), 2.79% from the historical high. The exodus of Hong 
Kong residents is unlikely to dent the local property market, as the city’s residential 
property market is still currently undersupplied. We upgrade our 2021 home price 
forecast from 5% to 8% and we see 13% upside in valuations compared with the 
previous upcycle in 2016. Maintain MARKET WEIGHT. 

WHAT’S NEW 
• CCL index at 91-week high. The CCL index, which reflects secondary property prices, 

was last reported at a 91-week high of 185.16 (+0.4% wow), 2.79% from the historical high 
level. Centaline’s Top 10 housing estates reported 19 secondary market transactions over 
the weekend, -9.5% wow. The transaction volume has remained robust at double-digit 
level for 16 consecutive weeks, especially when there were quite a few major project 
launches recently which diverted potential property buyers from the secondary market. 

• Around 400 units transacted in the primary market during the weekend. The Pavilia 
Farm III, which received 27,143 registrations of interest for their first round of sale, has  
seen all 331 units offered sold within 10 hours. New World has successfully cashed out 
HK$4.37b and we will see another 338 units being put up for sale next week. H.Bonaire 
and The Regency Bay II have both recorded new highs in their transaction prices last 
week at HK$37,509/HK$23,520 per sqf respectively. On a side note, we have noticed that 
cases of deposit forfeiture have increased to 35 in May (Apr 21: 23 cases). The most 
common reason was that buyers rushed to book a unit without first assessing their own 
affordability and changed their minds after deposit payment. 

• Departure of Hong Kong residents drained HK$1.9b from MPF in 1Q21. According to 
the Mandatory Provident Fund Schemes Authority (MPFA), in 1Q21, there were a total of 
7,700 (1Q20: 7,600) withdrawal claims received from Hong Kong residents leaving the 
city for good. The total amount withdrawn from the pension accounts was HK$1.931b 
(1Q20: HK$1.295b), up 49.1% yoy. Furthermore, applications for Certificate of No 
Criminal Conviction in 1Q21 have also surged to 8,410, 13.9%/47.8% higher than 
1Q20/1Q19. Based on Bloomberg’s estimates, the city may see 13,100-16,300 
households moving to the UK in 2021 via BNO visas (0.9-1.1% of households living in 
privately-owned homes), selling as much as HK$150b worth of property. 

• Launch of Centaline Rental Index (CRI) on 10 June. Centaline will launch Centa-City 
Rental Index (CRI) on 10 June. The index, which will be updated every 10th day of the 
month, reflects the previous month’s market rental movement for 133 private housing 
estates covered by Centa-City Leading Index (CCL). The CRI index, which reflects the 
market trend one month ahead of Rating and Valuation Department’s Private Domestic 
Rental Indices (2-month lag), is a more up-to-date source of reference to the public, 
enabling them to better gauge the latest rental market trend. The CRI was last reported at 
112.28 in Apr 21, up 0.56% mom, and has been trending up for two consecutive months. 
This is a strong basis for us to believe the market rental rates in Hong Kong have 
bottomed out.  

 MARKET WEIGHT 
(Maintained) 
 
TOP RECOMMENDATIONS 

Company Rating 
Share Price 

(HK$) 
Target Price

(HK$) 
SHKP BUY 122.2 148.40 

NWD BUY 41.9 47.00 

Source: UOB Kay Hian 
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PEER COMPARISON 
Price Target Upside/ Market Curr Fwd Curr Fwd Book Price/ RNAV Fwd Discount

Company Ticker Rec 9 Jun 21 Price (Downside) Cap. PE PE Yield Yield NAV ps Book ps ROE Gearing to RNAV
(HK$) (HK$) to TP (%) (US$m) (x) (x) (%) (%) (HK$) (x) (HK$) (%) (%) (%) 

CK Asset Holdings 1113 HK BUY 51.6 55.33 7.2 24,252 8.4 8.4 3.9 3.9 96.02 0.5 116.20 5.8 7.3 (56) 
Kerry Properties 683 HK HOLD 25.85 26.33 1.9 4,852 7.9 6.9 5.2 5.4 75.44 0.3 72.21 5.0 23.1 (64) 
New World Devt 17 HK BUY 41.9 47.00 12.2 13,718 13.3 10.2 4.9 4.9 88.60 0.5 94.23 4.1 43.1 (56) 
Sun Hung Kai Properties 16 HK BUY 122.2 148.40 21.4 45,638 11.1 10.8 4.0 4.2 201.27 0.6 213.06 5.5 13.6 (43) 
Wharf Hldgs Ltd 4 HK SELL 28.05 20.65 (26.4) 11,041 13.9 13.0 2.2 2.3 52.10 0.5 53.44 4.3 15.6 (48) 
Source: Bloomberg, UOB Kay Hian 
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ESSENTIALS 
• Exodus of Hong Kong residents unlikely to dent local property market. One point 

we would like to stress is that not everyone leaving the city owns a property and not all of 
them are selling their properties in the city upon departure. Also, the city’s residential 
property market is still undersupplied while property demand from mainland-born “new 
Hongkongers” is another offsetting factor supporting local property demand. According to 
Midland Realty, nearly 50% of luxury homes and 11% of primary market property buyers 
in 1Q21 were “new Hongkongers”. When needed, relaxing home purchase restrictions by 
mainlanders could be another potential measure to balance up the impact from the 
departure of Hong Kong citizens. The CCL index has remained resilient ytd amid a spike 
in secondary market transactions, whereby 4M21 sales volume was 52%/83% higher 
than that of 4M19/4M20. This is solid evidence to support our view that the exodus of 
Hong Kong residents would have limited impact on local property prices. 

• Upgrade our 2021 home price forecast from 5% to 8%. Home prices are up 4% ytd, in 
line with our expectation of a 5% increase in 1H21. We expect home prices to increase 
further by 3-5% in early-2H21 (supported by return of mainland buyers on back of a 
strong reminbi and progressive relaxation in cross border restrictions), and cool down in 
late-21 (we see low to moderate risk of restrictive property policy measures and 
increased rate hike expectations). 

• Maintain MARKET WEIGHT; we see 13% upside in valuations compared with the 
previous upcycle in 2016. We compare the current situation with the 2016 upcycle and 
note some similarities: a) the market is experiencing a recovery from a recent slump; b) 
mortgage rates are low at <2% with liquidity at new historical high; c) there is some 
expectation of interest rate hikes; and d) transaction volumes are expected to be robust 
on the back of pent-up demand. While we see a base case of 13% upside (based on 
peak NAV discount of 40% in 2016), there is room for more upside on revaluation gains 
on property assets given the brighter outlook. Currently, the sector trades at a NAV 
discount of 47% vs 40% during the 2016 upcycle peak. Maintain MARKET WEIGHT. Our 
top BUYs are diversified developers SHKP and NWD. Downgrade Wharf Holdings to 
SELL as we believe it is overbought and its share price has overrun our target price.  

SECTOR DISCOUNT TO NAV 

Source: Bloomberg, UOB Kay Hian 

 

 

 

 

 

 

 

 MORTGAGE RATE IS LOW AT <2.0%

 
Source: Bloomberg, UOB Kay Hian 

LIQUIDITY AT HISTORICAL HIGH 

 
Source: HKMA, Bloomberg, CEIC, UOB Kay Hian 
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PRIMARY MARKET WEEKEND SALES SECONDARY MARKET WEEKEND SALES
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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