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China Market Update - Selloff on Chinese/HK property sector
What happened?
Chinese and HK property stocks are under pressure on (20 September 2021)1 as investors are
concerned about the liquidity issues of a leading property developer. More news flows on the cashstrapped developer that its operations could be taken over by local government or state-owned
developers led to slumps in stock prices of the group and its subsidiaries.
Manulife Investment Management’s Views:
On China property
•

China property developers especially those with higher gearing and weak balance sheets have
been under pressure since the Chinese government’s efforts to deleverage the property sector.

•

Pre-sales of residential projects have slowed down, partially attributable to the rising mortgage
rates in China, as well as deteriorating sentiment stemmed from the uncertainties of project
completions by some developers having liquidity issues and negative news headlines. In August,
the top 100 developers’ aggregate total presales fell by 11% month-on-month2, though presales
still rose 20% year-on-year2.

•

With weaker cashflow from incoming pre-sales proceeds and stricter deleveraging push, we
believe financial resources and solid balance sheet are critical for Chinese developers to
sail through the current tightening cycle.

On China property management companies
•

The credit event news headlines have caused some selling pressure to the property management
services sector. Looking at a recent credit event by a smaller scale developer in China, the
projects under construction of the developer in default were ringfenced from liquidation
proceedings so as to ensure project completions and protect home buyers’ interests.

•

While there are very limited cases for investors to refer to, we believe the chance of a
systematic risk spill-over or domino effects from isolated developer defaults to the entire
property management services sector remains remote.

•

Earnings for the property management companies in our portfolios are secured for the next
3 years on pre-sold properties where the property management contracts are already
secured3. We believe that property owners are getting more aware of the value that quality
property management services can add to residential or commercial properties and will continue to
demand higher quality management services.

1. Source: Bloomberg, as of 20 September 2021
2. Source: Goldman Sachs, as of Sep 2021
3. Source: Manulife Investment Management, as of 31 August 2021
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Manulife Global Fund - Asia Pacific REIT Fund’s positioning as of 31 August 2021:
Real Estate sector weight

Manulife
Global Fund Asia Pacific
REIT Fund

12.04%

Remarks

• The Fund has no exposure
to HK property developers.

• Real estate operating companies - 6.05%
• Diversified real estate activities - 4.12%
• The Fund has 1.87%
• Real Estate Development – 1.87%
exposure to China property
developers

Unless otherwise stated, all information sources are from Manulife Investment Management, as of 20 September 2021. A widespread
health crisis such as a global pandemic could cause substantial market volatility, exchange trading suspensions and closures, and affect
fund performance. For example, the novel coronavirus disease (COVID-19) has resulted in significant disruptions to global business
activity. The impact of a health crisis and other epidemics and pandemics that may arise in the future, could affect the global economy in
ways that cannot necessarily be foreseen at the present time. A health crisis may exacerbate other pre-existing political, social and
economic risks. Any such impact could adversely affect the fund’s performance, resulting in losses to your investment. The information in
this material may contain projections or other forward-looking statements regarding future events, targets, management discipline or
other expectations, and is only as current as of the date indicated. There is no assurance that such events will occur, and may be
significantly different than that shown here. Past performance is not indicative of future performance. Information about the asset
allocation is historical and is not an indication of the future composition.
Important Information
Manulife Global Fund (the “Company”) is an open-ended investment company registered in the Grand Duchy of Luxembourg. The
Manulife Global Fund – Asia Pacific REIT Fund (“the Fund”) is recognised under the Securities and Futures Act of Singapore for retail
distribution. The Company has appointed Manulife Investment Management (Singapore) Pte. Ltd. as its Singapore Representative and
agent for service of process in Singapore.
The information provided herein does not constitute financial advice, an offer or recommendation with respect to the Fund. The
information and views expressed herein are those of Manulife Investment Management (Singapore) Pte. Ltd. (Company Registration No.
200709952G) and its affiliates (“Manulife”) as of date of this document and are subject to change based on market and other conditions.
Manulife expressly disclaims any responsibility for the accuracy and completeness of, and the requirement to update, such information.
Investments in the Fund are not deposits in, guaranteed or insured by Manulife and involve risks. The value of units in the Fund and any
income accruing to it may fall or rise. Past performance of the Fund is not necessarily indicative of future performance. Opinions,
forecasts and estimates on the economy, financial markets or economic trends of the markets mentioned herein are not necessarily
indicative of the future or likely performance of the Fund. The Fund may use financial derivative instruments for efficient portfolio
management and/or hedging. Investors should read the Singapore prospectus and the product highlights sheet and seek financial
advice before deciding whether to purchase units in the Fund. A copy of the Singapore prospectus and the product highlights sheet can
be obtained from Manulife or its distributors. In the event an investor chooses not to seek advice from a financial adviser, he should
consider whether the Fund is suitable for him.
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