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SECTOR UPDATE 

Property – China 
Waning Market Confidence Restrains Debt Raising Capabilities 
2021 property FAI rose 4.4% yoy, the lowest since 2015. Tight liquidity and gloomy 
market outlook have dampened developers’ appetite, with new construction starts 
declining 31.2% yoy in Dec 21. Dec 21 property sales rebounded by 40% mom, driven by 
aggressive project launches and pricing strategies. New home prices slid another 0.3% 
mom in Dec 21. Waning investor confidence is expected to restrain developers’ debt 
raising ability from the primary market. Maintain UNDERWEIGHT. 

WHAT’S NEW 
• 2021 property FAI rose 4.4% yoy; new construction starts in Dec 21 dropped 31.2% 

yoy. 2021 property FAI rose 4.4% yoy, the lowest annual growth since 2015. The gloomy 
market outlook and tight liquidity continue to linger, with the decline in new construction 
starts in Dec 21 widening to -31.2% yoy, while new construction starts in 2021 dropped 
11.4% yoy. Total development funding for 2021 increased 4.2% yoy, with property sales 
deposits/self-raised funds contributing 37/33% respectively. Meanwhile, financial 
institutions have extended support and accelerated loan disbursement to the sector, while 
real estate loan balance expanded 7.9% yoy as of Dec 21 (3Q21:+7.6% yoy). 

• Tightened lending standards on LGFVs may further slow land sales. 2021 land 
transacted value/area growth slowed to +2.8/-15.5% yoy. According to China Real Estate 
Information System (CREIS), SOEs and LGFVs have aggressively stepped up their land 
acquisitions starting from the second centralised land auctions. The ratio of land acquired 
(value) by them spiked from 45% to 74% in both the second and third centralised land 
auctions. With the support of SOEs and LGFVs, failed auction ratios are likely to remain 
stable but land premiums may remain under pressure with the lack of competition from 
peers. However, several domestic banks were reported to have tightened their lending 
standards on weaker LGFVs in view of their recent aggressive expansion and excessive 
borrowings, a move that could further deepen local governments’ debt stress. 

• Dec 21 sales rebounded 40%; unsold inventory rose 2.4% yoy. Thanks to the 
magnificent start in 1H21, 2021 property sales value and area sold still grew 4.8% and 
1.9% yoy respectively to Rmb18,193b and 1,794m sqm, a record high for property sales. 
Dec 21’s monthly property sales value/area rebounded by 40/41% mom, boosted by 
developers’ aggressive project launches and pricing strategies. However, the oversupply 
condition has worsened, with total unsold inventory increasing 8.58m sqm in Dec 21 and 
cumulatively +2.4% yoy for 2021. According to China Real Estate Information Corporation 
(CRIC), residential properties’ inventory months for Tier 1/2/3/4 cities were 
10.18/14.25/16.66/19.24 months respectively and were 47/59/78/117% higher yoy, with 
unsold inventory piling up at a faster pace in lower-tier cities. 

• New home prices fell 0.3% mom. 70-city new home prices continued its downward 
trend in Dec 21 with a 0.28% mom decline (Nov 21: -0.33% mom), with the number of 
cities which reported mom declines in new home prices having narrowed to 50 (Nov 21: 
59). New home prices have yet to reach the bottom, with Tier 1/2/3 cities reporting -0.1/-
0.3/-0.3% mom changes in Dec 21 and cumulative growth of 4.4/2.8/0.9% yoy in 2021. 
We expect the divergence of property prices in different city tiers to continue, and for 
lower-tier cities with spikes in unsold inventory to continue suppressing local home prices. 

 UNDERWEIGHT 
(Maintained) 
 
SECTOR PICKS 

Company Ticker Rec 
Share Price

(HK$) 
Target Price

(HK$) 
CIFI 884 HK BUY 4.63 6.66 
Powerlong 1238 HK BUY 4.20 6.20 

Source: UOB Kay Hian 
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PEER COMPARISON 
   Price @ Target Upside/(Downside) Market --------- PE --------- --------- P/B --------- -------- Yield -------- ROE 
Company Ticker Rec 18 Jan 22 Price to TP Cap 2021F 2022F 2021F 2022F 2021F 2022F 2021F 
   (HK$) (HK$) (%) (HK$ m) (x) (x) (x) (x) (%) (%) (%) 
Powerlong Real Estate 1238 HK BUY 4.20 6.20 47.6 17,389.7 3.2 2.7 0.4 0.3 12.3 14.0 12.0 
Sunac China 1918 HK HOLD 8.79 9.60 9.2 43,922.6 1.1 1.1 0.2 0.2 16.9 17.2 19.9 
Shimao Group 813 HK HOLD 5.03 5.12 1.8 19,103.1 1.2 1.1 0.1 0.1 24.9 28.5 12.5 
CIFI Holdings 884 HK BUY 4.63 6.66 43.8 40,666.4 3.6 3.3 0.7 0.6 9.4 10.1 21.5 
Source: Bloomberg, UOB Kay Hian 
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ESSENTIALS 
• Waning investor confidence restrains developers’ debt raising capabilities from 

primary market. Country Garden, the largest developer in terms of sales value (around 
6% market share), failed to gather enough interest for their US$300m convertible bonds. 
This has raised market concerns on Chinese developers’ debt raising ability from the 
offshore primary bond market. The failed fundraising effort could be attributed to the 
spillover effects from the series of default events in the industry, especially when the once 
investment grade developer Shimao is currently facing a liquidity crisis. Investors are 
particularly concerned over private developers’ actual liquidity condition and the scale of 
their off-balance sheet debts. Country Garden has decided not to proceed with the 
convertible bond issuance citing “unsuitable market conditions” and will look into other 
financing channels. 

• Based on our compilations, there are only eight developers currently holding equal or 
higher credit ratings (Moody’s and Fitch) than Country Garden, with all of them SOEs 
except Longfor. Therefore, other smaller-scale private developers with lower credit ratings 
will likely face the same fate or may have to raise debts at higher costs in order to secure 
fresh funding from the offshore bond market. Liquidity condition for private developers 
may continue worsening considering: a) limited access to primary bond market (both 
onshore and offshore), b) tightened pre-sale funds regulations, and c) slowing property 
sales and homebuyers shunning private developers with high perceived default risk. 

ACTION 
• Maintain UNDERWEIGHT on the sector. The recent favourable policies from the regulators 

have been favouring “high-quality” developers and especially SOEs, giving easier access to 
cheap financing from onshore bond market and securing credit facility from domestic banks. 
Spillover effects from recent default events will continue restrain private developers’ debt 
raising ability in the offshore bond market even for those with robust balance sheets. Slowing 
property sales and tightened pre-sale fund regulations may further accelerate their liquidity 
depletion. Meanwhile, we have yet to see any major M&A announcement from the large 
SOE names to acquire projects from cash-strapped private developers; the rather 
conservative approach is not surprising as the major industry M&A in the past were mainly 
initiated by private developers. We are still unable to gauge the scope and scale of the 
upcoming M&A, which determines how many cash-strapped developers will be involved. 

• We maintain BUY on CIFI with a target price of HK$6.66, derived from 40% (-0.5SD) 
discount to its estimated NAV of HK$10.37. We like CIFI for its: a) high exposure (85% of 
existing land bank) to Tier 1 and 2 cities, b) sound financial health with ample liquidity on 
hand (cash-to-short-term debt of 2.7x), and c) aggressive expansion of recurring income 
base which could compensate the declining profitability of the property development 
segment. CIFI reported 2021 annual contracted sales of Rmb247.3b (+7% yoy) and 
completed 93% of their sales target. 

• We maintain BUY on Powerlong with a lower target price of HK$6.20, derived from 
63% (historical mean) discount to our estimated NAV of HK$16.98. We like Powerlong for 
its: a) industry leading gross margin of 35.2% for 1H21, b) diversified assets with fast-
expanding shopping mall portfolio, c) 68.4% of its landbank is located in the Yangtze 
River Delta, and d) disciplined land acquisition with an average land premium of 3.5% in 
1H21. Powerlong reported 2021 contracted sales of Rmb101.2b (+24% yoy) and 
completed 96% of their sales target. 

• We downgrade Sunac to HOLD with a lower target price of HK$9.60, derived from 
77% (-2.5SD) discount to our estimated NAV of HK$43.12. We lowered our valuation 
target to -2.5SD from -1.5SD and factored in the share dilution from their recent share 
placement. The company: a) conducted two share placements activities in the past two 
months, b) aggressively disposed of Beike’s shares at a loss, c) placed their 5.1% existing 
Sunac Services’ shares, and d) received a US$450m interest-free loan from Mr. Sun 
Hongbin, the controlling shareholder of the Company, out of his own funds. These rather 
aggressive fund raising activities have raised concern on their liquidity condition though 
they claim they have Rmb160b worth of cash on hand as of 2021. Sunac reported 2021 
contracted sales of Rmb597b (+4% yoy), 93% of their annual sales target of Rmb640b. 

 CREDIT RATINGS (AS OF 18 JAN)

Company 
---------------- Credit Ratings ---------------- 

S&P Moody’s Fitch 
Powerlong BB- B1 - 
Sunac China BB Ba3 BB 
CIFI BB Ba2 BB 
Shimao NR B2 *- B- *- 

Source: Bloomberg, UOB Kay Hian 
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PROPERTY SALES VALUE (YTD)  PROPERTY CONSTRUCTION (YTD) 
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LAND TRANSACTION VALUE (YTD)  LAND TRANSACTION AREA (YTD) 
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PROPERTY SALES VALUE (YTD)  PROPERTY SALES AREA (YTD)
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70-CITY NEW RESIDENTIAL PROPERTY PRICES YOY  70-CITY SECONDARY RESIDENTIAL PROPERTY PRICES YOY 
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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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