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Upgrade to OW on policy and low valuations

m We believe the sector bottomed out in mid-Mar and see supportive policies
boosting share prices further. We upgrade the sector to OW from UW.

_ o ; m Despite recent strong rallies, the sector still trades at attractive valuations of
We believe CIFl's liquidity risk is quite 0.5x P/BV, 1.5 s.d. below its 5-year average, and 5x FY22F P/E.
low as it recently completed refinancing .. . . . . o
both onshore and offshore. Meanwhile, ™ Our P/BV analysis implies potential share price upside of 76% on average

Highlighted Companies

CIFI Holdings
ADD, TP HK$6.00, HK$4.87 close

its strong balance sheet and new M&A for developers, with 96% upside for non-SOE developers.

loans should allow it to sustain its growth ~ m We expect non-SOE share prices to outperform SOEs’ when more investors
momentum. turn risk-on. Top picks: Longfor, CIFI, CG, KWG and Times.

KWG Group Upgrading to Overweight (OW) from Underweight (UW)

AP, T D) [Fleese elioiss We upgrade the China property sector to Overweight from Underweight — we downgraded
We believe KWG should be able to repay  in Sep and Dec 2021 - on supportive policies ahead and attractive valuations. The State
155 L_J_S$900m b_onds_due INESEp _2022 by Council and four regulators issued strong statements in support of the property sector on 16
CClBEE il il Bl March and stressed the importance of maintaining a stable property market and reducin
projects. Overall, we think its liquidity risk stressed the importan g _property educing
is still manageable. developers’ liquidity issues with timely, powerful and effective measures. We believe the
sector’s valuation bottomed out (0.35x FY21 P/BV) in mid-March and factors in developers’
default risk and most of the negatives (poor FY21 results, delayed announcement of
audited reports, auditor change and trading suspension).

: , > Strong policies should lead to lower default risk for developers
emerging from the property market'’s rapid Gi the likely st i head ¢ devel
consolidation given its strong balance |ven_ e likely strong suppor ive measqres g ead, we may see eyver evelopers
sheet. Its rapid rental income growth and ~ defaulting than expected, despite some still being unable to repay their debts. Faster
stable property development should allow approval of mortgage and project loans, lower downpayment and mortgage rates, less

Longfor Group
ADD, TP HK$49.50, HK$43.15 close

We think Longfor is one of the winners

it to deliver EPS growth of 10% p.a. strict rules for escrow accounts and government subsidies for home purchases could be
some key measures implemented by regulators in the near future, in our view. Policies
Summary Valuation Metrics could be stronger than expected in light of the unexpected spread of Omicron in China.

Sensitivity analysis suggests a 76% potential share price upside

P/E (x) Dec-22F Dec-23F Dec-24F . . . . .
CIFI Holdings 485 465 4.8 Despite the recent robust shgre prices rallies, the sector sft!llltrades at. an attractive 0.§x
KWG Group 213 201 1.88 FY21 P/BV, 1.5 s.d. below its 5-year average. Our sensitivity analysis shows potential
Longfor Group 8.64 7.85 701  Uupside of 76% on average for developers’ share prices if a more reasonable P/BV
benchmark is assumed, with 19%/96% upside for state-owned developers (SOE)/non-SOE.
P/BV (x) Dec-22F Dec-23F Dec-24F  Non-SOE developers could outperform when investors go risk-on
CIFI Holdings 0.71 0.61 0.54  SOEs significantly outperformed non-SOEs in the past year, with share prices rising 18%
KWG Group 0.19 0.18 0.16  on average vs. a 63% decline for non-SOEs’. Driven by strong policies and the sector’s
Longfor Group 1.54 1.39 1.39

attractive valuation, we believe the trend could reverse when investors’ risk appetite
increases. We saw the share price performance gap between SOE and non-SOE narrow
CIFI Holdings 5 5%  6.51%  8.19% significa.\ntly to 13% in the past month from 81% 12 mqnths ago.

KWG Group 7 05%  746%  7.97% Top picks: Longfor, CI_FI, CG, KWQ and Times _

Longfor Group 517% 5.69%  6.37% Based on the above analysis and from a risk/reward perspective, we prefer non-SOE
developers with lower-than-peer default risk. Longfor, Country Garden (CG) and CIFI are
the quality non-SOEs we like. For high beta hames, we like KWG and Time, for which we
assess liquidity risk as manageable. For SOEs, CR Land is our preferred name. Please
refer to page 9 for key risks related to our upgrade.

Dividend Yield Dec-22F Dec-23F Dec-24F

Analyst(s)

Figure 1: Sensitivity analysis on P/BV suggests ¢.76% potential upside on average

Current COLI CRLand Vanke-H CIH CG GI RF KWG Longfor Shimao Sunac Yuzhou ZL Agile Aoyuan Logan Times
P/B* 0.69 1.01 086 083 063 095 013 021 170 014 014 015 055 026 016 030 0.29
Potential share price upside/(downside) if # of s.d. below 5-year avg P/B (x) applied Liquidiy risk levels
0.00x 22% 21% 84%  44% 169% -34% 311% 209% 4%  524% 1248% 413% 186% 198% 635% 469% 213% Low, verylow
0.25x 14%  16% 71%  37% 138% -37% 264% 189% -1%  471% 1074% 355% 165% 176% 555% 422% 188% Low, verylow
Raymond CHENG, CFA 050x 6% 11%  58% 29% 108% -41% 216% 169% -6%  417% 901% 296% 144% 153% 474% 376% 164% Medium low,low
T (852) 2539 1324 0.75x 2% 6% 45%  22% T7% -44% 169% 148% -11% 364% 727% 238% 124% 131% 394% 329% 140% Medfum low, IF)W :
. 1.00x -10% 1% 31%  14% 47% -48% 121% 128% -17% 311% 553% 180% 103% 109% 314% 282% 115% Medium, medium high
E raymond'Cheng@Cgs-CImb'Com 125x -18%  -4% 18% 7% 16% -51% 74% 108% -22% 258% 379% 121% 82% 87% 234% 236% 91% Medium, medium high

Will CHU, CFA 150x 26% 9% 5%  -1% -15% -55% 27% 88% -27% 205% 206% 63% 62% 65% 154% 189% 66% Medium high, high
T (852) 2539 1327 175x 34% -14% 8% 8% -45% -58% -21% 68% -32% 152% 32% 5% 41% 43% 74% 142% 42% Medium high high
E will.chu@cgs-cimb.com 200x 42% -19%  21% -16% -76% -62% -68% 47% 37%  99% -142% -54% 20% 21% 6% 96% 18% High
Steven MAK Avg SOE  Non-SOE

Potential share price ups  76%  19% 96%

T (852) 2539 1328
E steven.mak@cgs-cimb.com

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH CERTIFICATIONS, ARE PROVIDED AT THE END OF THIS REPORT. IF THIS REPORT IS DISTRIBUTED IN
THE UNITED STATES IT IS DISTRIBUTED BY CGS-CIMB SECURITIES (USA), INC. AND IS CONSIDERED THIRD-PARTY AFFILIATED RESEARCH.
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Bloomberg
Company Ticker
COLI 688 HK
CR Land 1109 HK
China Vanke - H 2202 HK
China Vanke - A 000002 CH
CIFI 884 HK
Country Garden 2007 HK
Greentown China 3900 HK
Guangzhou R&F 2777 HK
Longfor 960 HK
Zhongliang 2772 HK
Greater Bay Area (GBA) plays
Agile 3383 HK
KWG Group 1813 HK
Logan Group 3380 HK
Times China 1233 HK
GBA average

Small and mid-cap average
Overall average

Share
price
(HK$)
26.75
39.40
21.25
21.49
4.87
6.63
16.20
3.37
43.15
2.28

4.39
3.59
2.92
3.45

Figure 2: China property valuation summary

TP
(HK$)
28.20
48.20
24.10
22,50
6.00
7.90
16.20
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49.50
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4.70
7.10
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Rating
ADD
ADD
ADD
ADD
ADD
ADD
ADD

HOLD
ADD
HOLD

HOLD
ADD
ADD
ADD

Mkt cap NAV/sh

(US$ m)

37,349
35,842
37,986
37,951
5,461
19,579
5,170
1,613
33,443
1,042

2,194
1,457
2,119

925

(HK$)
313
52.3
40.2
34.2
12.1
14.4
23.7
12.0
55.0
10.0

11.2
141
11.8
14.5

Disc. to
NAV Upside
(%) (%)
15 5
25 22
47 13
37 5
60 23
54 19
32 0
72 7
22 15
77 10
61 7
75 98
75 20
76 28
73 29
70 21
59 26

Net Gearing (%)

6.3
94
4.7
5.9
4.0
3.6
19.9
2.2
11.0
18

17
14
11
11
1.2
3.6
45

P/E (x) P/BV(x)
2020 2021F 2022F 2023F 2020 2021F 2022F
65 62 57 08 07
86 78 72 11 10
80 70 65 09 09
100 87 81 11 11
45 49 47 08 08
44 49 49 07 06
112 91 83 10 09
NA 105 71 01 01
92 86 79 20 17
22 21 20 06 06
21 27 26 02 02
23 21 20 02 02
13 15 14 03 03
17 16 16 03 03
19 21 21 02 02
31 37 33 04 03
46 47 43 06 06

0.6
0.9
0.8
1.0
0.7
0.6
0.9
0.1
15
0.4

0.2
0.2
0.2
0.2
0.2
0.3
0.5

2020 2021F 2022F 2020 2021F 2022F

Yield (%)
54 5.6
3.9 4.3
7.2 5.6
5.8 4.5
8.6 4.0
8.3 5.7
2.7 35
35.6 3.7
4.1 4.9
22.6 8.3
263 116
319 161
369 184
274 2.9
41.7 9.8
33.8 8.4
25.1 6.9

5.9
4.7
5.0
4.0
5.2
3.3
3.7
0.0
5.2
0.0

0.0
7.1
0.0
3.2
2.0
2.6
3.1

31
29
18
18
64
56
64
130
46
65

61
62
61
68
67
72
61

31
24
30
30
63
45
52

123
47
35

51
77
82
79
74
70
59

25
18
37
37
57
44
52
93
45
44

45
66
71
56
63
60
52

Share price data as of 8 April 2022; * A-share data stated in Rmb
SOURCES: CGS-CIMB RESEARCH ESTIMATES, BLOOMBERG, COMPANY REPORTS
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Upgrade to OW on policy and low
valuations

Figure 3: China property trading at attractive valuation of 0.5x P/B, 1.5x s.d. below its 5 years

CR Vanke- SOE/Non-
P/B (x) COLI Land H CIH CG GT RF  KWG Longfor Shimao Sunac Yuzhou ZL Agile Aoyuan Logan Times Avg SOE Non-SOE SOE (x)
5-yr avg 08 1.2 16 12 17 06 05 06 1.8 0.9 1.8 0.8 16 08 1.1 17 0.9 1.2 11 12
CurrentP/B~ 0.7 1.0 09 08 06 09 01 02 17 0.1 0.1 0.1 06 03 0.2 0.3 03 053 0.9 0.4 2.1
s.d.belowavg (0.7) (1.1) (1.6) (1.5) (1.4) 24 (1.6) (2.6) (0.2) (2.5) 18) (18) (22) (22) (20 (25 (22) @15 (0.2 (1.9)
Trough P/B* 05 08 06 04 03 05 01 01 12 0.1 0.1 0.1 05 0.2 0.1 0.1 01 035 0.6 0.3 2.3
s.d.belowavg (1.5) (1.8) (2.3) (3.1) (1.8) (0.8) (1.8) (3.1) (1.5 (2.6) 18) (20) (23) (26) (1) (28 (27 (22) (@1s) (2.3)
Share price performance SOE minus Non-SOE
1-month 9% 2% 20% -10% 7% 39% 4%  10% 7% -1% -28% 4%  -5% 18% -8% 30% 35% 8% 17% 5% 13%
3-month 29% 16% 11% 2% -5% 29% 6% -20% 10% -11% -56% -13% -40% 11% -20% -49% -5% -6% 21% -15% 36%
6-month 51% 23% 1% -2% -16% 46% -37% -49% 21% -66%  -69% -49% -40% -36% -68% -64% -45% -23%  30% -40% 70%
1-year 30% 5% -28% -36% -35% 66% -68% -72% -15% -82% -86% -74% -54% -65% -86% -78% -68% -44% 18% -63% 81%

We believe sector’s share prices have bottomed out
China property share prices fell to a historic low on 16 March 2022 primarily due to
concerns over developers defaulting and partly due to overall market weakness and
traded at 0.35x FY21 P/BV, the lowest in its trading history and 2.2 s.d. below its 5-year
average P/BV of 1.2x.
We downgraded the sector to Neutral in Sep 2021 and further to Underweight in Dec
2021 due to developers’ liquidity and default concerns. The sector’s share prices on
average have fallen about 40-50% year-to-16 March 2022.
Overall, we believe that the sector has bottomed out due to:
1- Supportive policy stance announced following the central government’s meeting
led by Vice Premier Mr. Liu He on 16 March 2022.
2- We anticipate more supportive measures in the near future that will help
developers resolve their liquidity problems, in turn reducing the risk of default.
3- We believe most of the negative news surrounding developers, including poor
results, delayed announcement of audited reports, auditor change, trading
suspension, etc., is known by the market and hence already priced in.

We upgrade the sector to Overweight from Underweight

1- Despite recent rallies, developers’ share prices are still down 15-20% YTD, with
trading at a low of 0.5x FY21 P/BV, 1.5 s.d. below their 5-year average.

2- Supported by strong policies, we expect to see investors’ risk appetite for China
property return, which should boost developers’ share prices further.

3- Our sensitivity analysis suggests that developers’ share prices could offer almost
80% upside on average if their valuation discounts narrow to more reasonable
levels.
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16 March meeting: a turning point for property market

We believe that the meeting of the Financial Stability and Development Committee of the
State Council led by Vice Premier Mr. Liu He on 16 March 2022 was the turning point for
the sector. Key regulators, including PBOC (People's Bank of China), CBIRC (China
Banking and Insurance Regulatory Commission), SAFE (State Administration of Foreign
Exchange) and MOF (Ministry of Finance), issued similar statements on the same day,
which is a rare occurrence.

The meeting concluded that timely, powerful and effective measures were necessary to
address risks related to the property sector. The measures, if implemented, should help
to lower developers’ overall default risk, in our view.

In Fig 4, we summarise the positive measures announced by local governments and

regulators since March 2022. We note that a greater number of supportive measures

were announced post the mid-March meeting.

Below are the potential measures we expect to see in the next few months

e Nationwide interest rate cuts from PBOC.

Loosening of strict rules governing use of escrow accounts for presales cash.

More cities reducing downpayment requirements for first and second home purchases.

More M&A loans granted and realisation of some M&As by stated-owned or good

quality private developers.

e Fast tracking from SAFE for developers remitting funds out of China to repay offshore
debts.

e Lower transaction tax for property purchases and subsidies from local governments for
home purchases.
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Figure 4: Summary of supportive housing policies from local governments and regulators since March 2022

Date Entity Subject Details
The Zhengzhou government announces a couple of policies to promote the healthy development of the property market,
including:
-Lowering the land auction deposit to 20% of the listed land premium, with developers allowed to pay the land premium
Policy instalment within 1 year
01-Mar-2022 - Zhengzhou guidance -Strictly monitoring the property pre-sales system
- Encouraging banks to support developers facing financial difficulties by lifting the loan size or extending the repayment
period
-Lowering the mortgage rate for homebuyers to boost sales
Premier of the State Council, Mr. Li Kegiang, presents a progress report of the government's initiatives for 2021 and 2022's
2021 work focus areas, which include:
05-Mar-2022  State Council report -keeping land and housing prices stable, supporting the healthy development of the property market to satisfy reasonable
demand
-intensifying urban redevelopment efforts and enhancing the quality of urbanisation
The Financial Stability and Development Committee of the State Council holds a meeting led by Vice Premier Mr. Liuhe on
State Council, . 16 March to discuss China’s latest economic situation_and sgme issues facing thg capital market. Subsequently, PBoC,
16-Mar-2022 PBoC, CBIRC, policy ‘ CBIRC, SAFE and CRSC make announcements following guidance from the meeting. Key takeaways related to property
SAFE, CSRC loosening market are as below:
-China should adopt a more proactive monetary policy to boost its economy in the first quarter
-The meeting concluded that it needs timely, powerful and effective measures to solve risks related to the property sector
16-Mar-2022  MoF policy According to an announcement from the Ministry of Finance (MOF), after considering various factors, China does not plan
loosening to extend the property tax pilot programme to more cities this year.
Policy NDRC announces that it will fully abolish restrictions on settlement in cities with a settled population of less than 3 million
17-Mar-2022 NDRC guidance and promote equalisation of basic public senices in cities and towns, including equal access to compulsory education for
children of migrant workers
Local policy After policy gui_dance from the State Counci‘I, more cities start to reduce nflonggge rate; and thg_downpayment ratio,
19-Mar-2022 government loosening including Nanning, Beihai, Fangchenggang in Guangxi, Xiangyang and Shiyan in Wubai. In addition, banks accelerate the
approval process for mortgage loans.
Harbin, a northern City in China, announces that the tightening policies (including home purchase restrictions) on the
property market issued in 2018 have achieved the set goals and that it plans to abolish them.
23:Mar-2022  Harbin policy The tightening policies issued in Harbin include:
loosening —New home buyers in 6 districts in Harbin can only sell their houses after 3 years from the date the contracts are signed
—Raising the financial requirements of Housing Provident Fund Loans to reduce home buyers’ default risk
—Strict controls on the downpayment ratio and mortgage rates for second house buyers
26-Mar-2022 Wuhan Lower Major banks in Wuhan lower mortgage rates by around 0.5%
mortagage rate
30-Mar-2022 Shenzhen policy Shenzhen, a tier-one city in China, says that it will adjust the price guidance for properties in the secondary market; local
loosening media reports that the city may relax price restrictions for properties by 3-5%
30-Mar-2022  Fuzhou policy ) Fuzhou allows non-loca residents to buy houses
loosening
01-Apr-2022 PBoC gptlj)i?j(;ﬁce PBOC says it will employ measures to support the development of the property market in Shanghai
02-Apr-2022  Fujian Province Ipo(:)lfgmng Fujian province allows home buyers to use the Housing Provident Fund to make downpayments
The Sichuan Mianyang government suggests 8 measures to support the property market, including:
02-Apr-2022 Sichuan policy —Raising the upper limit for applying for Housing Provident Fund loans to buy houses
Mianyang loosening —Subsidising home purchases for two- or three-children families
—Relaxing the requirements for pre-sale permissions for developers
02-Apr-2022  Qinhuangdao policy Qinhuangdao announces it will abolish purchase restrictions issued in 2017, which probited non-household/household
loosening families who already owned 1/2 houses from purchasing other homes.
02-Apr2022  Quzhou policy . More than 60 cities ha'v.e eased propeny'market 'po.licies YTD. Also, Quzhou is the first city to cancel purchase restrictions
loosening for non-household families and ease selling restrictions simultaneously
06-Apr-2022  Lanzhou policy ‘ Lanzhou issqes 20 measures to support the property market, including reducing the downpayment ratio and relaxing the
loosening pre-sale requirement
06-Apr-2022 Gansu I’i)(:)l:zning Gansu province announces it will raise the maximum limit for Housing Provident Fund loans for home buyers

Most negative news for developers likely priced in

We believe that most of the negative news related to developers is known by the market

and priced in post the FY21 results season, which ended in March. Below we list some of

the issues faced by the developers.

e Developers’ FY21 results were mostly disappointing, with core profit falling by 20%
yoy. This set of results was some of the worst since 2008 during the Asian Financial
Crisis. More than half of the developers missed our net profit estimates.
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e Shimao, Sunac and Aoyuan were unable to issue their FY21 results by March as
required by listing rules and their shares were suspended from trading from 1 April
onwards.

e RF, Yuzhou, Zhongliang, KWG and Logan failed to publish their audited reports by
end-March.

e Other than SOE developers and a few large-cap private developers, most developers,
primarily non-SOE ones, did not pay final dividends or substantially slashed dividend
payouts.

Moreover, we understand that some developers, such as RF, Aoyuan, Yuzhou, Shimao,
Logan and Sunac, faced liquidity issues in the past few months and were unable to repay
their debts on time. They are currently in negotiations with their creditors on debt

restructuring based on companies’ announcements.

Rmb m
Company

COLlI

CR Land

China Vanke - A
China Vanke - H
CIFI

Country Garden
Greentown
Guangzhou R&F
Longfor
Shimao Prop
Sunac

Yuzhou
Zhongliang
Agile

China Aoyuan
KWG

Logan Property
Times China
Average

Figure 5: Developers’ FY21 results wrap-up — core net profit fell 20% yoy

Final DPS
Revenue Gross margin Core profit Beat, missed = Rmb/HK$ Net gearing Audited Auditor
FY21 yoy chg FY21 % pts chg FY21 yoy chg In line? FY21 FY21 Report?  changed?
242,241 30% 23.5% -6.5% 36,397 -4% Missed 0.70 30% Audited No
212,108 18% 27.0% -3.9% 26,600 10% In line 1.21 24% Audited No
452,798 8% 17.2% -5.6% 25,018 -40% Missed 0.97 30% Audited No
452,798 8% 21.1% -7.6% 25,018 -40% Missed 0.97 30% Audited No
107,835 50% 19.3% -2.5% 7,284 -9% In line 0.06 63% Audited No
523,064 13% 17.7% -4.1% 26,915 -17% Missed 0.10 45% Audited No
100,240 52% 18.1% -5.5% 2,937 89% Beat 0.46 52% Audited No
76,401 -11% 6.5% -17.2% -8,948 NA Missed TBC 123% Unaudited No
223,375 21% 25.3% -4.0% 22,440 20% Beat 1.23 47% Audited No
Delay announcement of FY21 results report and trading suspension since 1 April NA Yes
Delay announcement of FY21 results report and trading suspension since 1 April NA No
27,071 160% 15.0% 3.3% 215 -66% Missed TBC 94% Unaudited Yes
76,114 15% 17.1% -3.9% 2,990 -20% Beat 0.00 35% Audited No
73,028 -9% 26.0% -4.0% 6,498 -23% In line TBC 51% Unaudited No
Delay announcement of FY21 results report and trading suspension since 1 April NA Yes
23,845 -20% 21.2% -10.3% 3,979 -39% Missed TBC 77% Unaudited No
78,293 10% 21.9% -8.1% 9,630 -20% Missed TBC 82% Unaudited No
43,635 13% 27.6% -1.2% 3,309 -33% Missed 0.08 79% Audited No
16% 20.5% -5.4% -20% 61%

Developers’ 1Q22 sales likely fell 40% yoy

Dragged by the weak sentiment in the property market and China’s slow economic
growth YTD, developers’ contracted sales performance continued its weak trend that
began in 2H21. Sales improved somewhat in the first half of March but slowed again
when Covid-19 infections spiked in the country.

According to CRIC, one of the key real estate brokers in China, 17 developers are
expected to report a plunge of up to 41% yoy in their 3M22 contracted sales. Developers
with negative news flow about their liquidity problems, namely Aoyuan, Shimao and RF,
recorded greater declines in their contracted sales of 64-82% yoy. These numbers are
the worst in China’s property history.

Strong policies could reverse developers’ weak sales trend

The property sector is very important to China and, if including upstream and downstream
sectors, accounts for about one-third of the country’s GDP. Without a stable property
market, we believe that China will find it difficult to achieve its 5.5% GDP growth goal this
year. Moreover, the segment is a major employer (e.g. construction workers). With the
contraction in the property market worse than expected and the central government’s
proactive stance to maintain economic growth, we see more policy loosening moves from
both local governments and regulators in the near future, which could help to support
developers’ sales growth for the rest of the year.




€9 cGscivB

Property | China
Property - Overall | April 11, 2022

Figure 6: Developers’ 3M22 sales fell 41% yoy, the worst in sector’s history

Latest
monthly Single Single 2022 YTD 2022 2022 2022
sales (Rmb month yoy |month mom | sales (Rmb 2022 YTD estimates* | estimates target
m) As of (%) (%) m) YoY (%) (Rmb m) |vs 2021A (%) |locked in (%)
Agile 3,820 Mar-22 (71) (43) 17,920 (55) 89,086 (36) 20
‘Aoyuan 1,800 Mar-22 (85) 14 5,300 (82) 48,412 (60) 11
China Vanke 39,500 Mar-22 (37) 34 104,470 (42) 564,432 (10) 19
CIFI 12,000 Mar-22 (54) 45 28,740 (49) 229,017 (7) 13
COLI 22,392 Mar-22 (42) 107 48,010 (46) 381,189 3 13
Country Garden 63,770 Mar-22 21 95 132,890 (5) 502,778 (10) 26
CR Land 20,820 Mar-22 (20) 112 45,900 (32) 332,876 5 14
Greentow n 16,180 Mar-22 (21) 41 37,280 (31) 266,947 0 14
GZ R&F 1,900 Mar-22 (81) (58) 11,010 (64) 72,120 (40) 15
KWG 3,849 Mar-22 (63) (12) 12,390 (43) 94,987 (9) 13
Logan 6,650 Mar-22 (48) 58 19,860 (52) 112,588 (20) 18
Longfor 16,970 Mar-22 (32) 82 37,030 (39) 297,193 2 12
Shimao 7,330 Mar-22 (76) 1 22,110 (67) 161,466 (40) 14
Sunac 22,020 Mar-22 (54) 2) 72,300 (38) 418,152 (30) 17
Times 3,196 Mar-22 (62) 27 12,800 (37) 66,901 (30) 19
Yuzhou 2,606 Mar-22 (70) (22) 10,480 (53) 73,513 (30) 14
Zhongliang 6,800 Mar-22 (60) 6 21,600 (55) 128,850 (25) 17
Average (40) 44 (41) (20) 15

Based on CRIC estimates|
SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

SOE developers’ share prices significantly outperformed

Given investors’ risk-off attitude toward the sector in the past year, developers’ share
prices were the hardest hit and underperformed significantly in the past 12 months, falling
44% on average for 17 companies under our coverage. However, the share price
performance of state-owned (SOE) and private-owned developers diverged significantly,
with SOE share prices rising 18% and non-SOEs’ falling 63% given SOE developers’ low
default risk.

Figure 7: SOE developers’ share prices significantly outperformed non-SOEs’ in the
past 12 months...

Share price performance Average SOE Non-SOE
1-month 8% 17% 5%
3-month -6% 21% -15%
6-month -23% 30% -40%
1-year -44% 18% -63%

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

We however observed that the outperformance of SOE developers slowed markedly in
the past month after the central government's vow to resolve developers’ liquidity
problems. In anticipation of more supportive policies ahead, we expect investors to be
less risk averse and non-SOE developers could likely outpace their SOE counterparts.

Figure 8: ... but the gap has narrowed, especially in the past month
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P/BV sensitivity analysis suggests potential upside of 76% on
average for developers’ share prices

applied
Current P/B
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Figure 9: Sensitivity analysis of developers’ P/BV (x) with their share prices — potential upside of 76% on avg if our fair P/BV is

CG GT RF KWG Longfor Shimao Sunac Yuzhou ZL Agile Aoyuan Logan Times
0.63 0.95 0.13 0.21 1.70 0.14 0.14 0.15 055 0.26 0.16 0.30 0.29

1.69 0.63 0.54 0.64 1.77 0.87 1.83 0.75 158 0.77 1.15 1.68 0.90 Low, very low

1.49 0.59 0.48 0.60 1.68 0.80 1.59 0.67 147 0.71 1.02 1.55 0.83 Low, very low

1.30 0.56 0.42 0.55 1.60 0.73 136 0.58 1.35 0.65 0.90 141 0.76 Medium low, low

1.11 053 035 0.51 151 0.65 112 0.50 1.24 0.60 0.77 1.27 0.69 Medium low, low

0.92 050 0.29 0.47 1.42 0.58 0.88 041 113 0.54 0.65 1.13 0.62 Medium, medium high
0.73 0.46 0.23 0.43 1.34 0.50 0.65 0.33 1.01 0.48 0.52 0.99 0.55 Medium, medium high
0.54 0.43 0.17 0.39 1.25 0.43 0.41 0.24 0.90 0.43 0.40 0.86 0.48 Medium high, high
0.34 0.40 0.10 0.35 1.16 0.35 0.18 0.15 0.78 0.37 0.27 0.72 0.41 Medium high, high
0.15 0.36 0.04 0.30 1.08 0.28 (0.06) 0.07 0.67 0.31 0.15 0.58 0.34 High

Implied share price upside/(downside)
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-2%
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21%
16%
11%
6%
1%
-4%
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Potential share price upside

84%
71%
58%
45%
31%
18%
5%
-8%
-21%

Avg
76%

44%
37%
29%
22%
14%
7%
-1%
-8%
-16%

SOE Non-SOE Non-SOE/SOE

19%

169% -34% 311% 209% 4% 524% 1248% 413% 186% 198% 635% 469% 213%
138% -37% 264% 189%  -1% 471% 1074% 355% 165% 176% 555% 422%  188%
108% -41% 216% 169%  -6% 417% 901% 296% 144% 153% 474% 376% 164%
T7% -44% 169% 148% -11% 364% 727% 238% 124% 131% 394% 329%  140%
47% -48% 121% 128% -17% 311% 553% 180% 103% 109% 314% 282% 115%
16% -51% 74% 108% -22% 258% 379% 121% 82% 87% 234% 236% 91%
-15% -55% 27% 88% -27% 205% 206% 63% 62% 65% 154% 189% = 66%
-45% -58% -21% 68% -32% 152% 32% 5% 41% 43% 74%  142% @ 42%
-76% -62% -68% 47%  -37% 99% -142% -54% 20% 21% -6% 96% 18%

96%

Liquidiy risk levels

5.0x

We conduct a sensitivity analysis on developers’ price-to-book multiple (P/BV (x). We use
developers’ 5-year average P/BV (x) as a benchmark and apply a discount (# s.d. below
5-year average P/BV) based on their liquidity risk and see what the potential upside or
downside for developers. While we use an NAV-based approach as our primary valuation
method to set our TPs (Key assumptions: price and volume down 5-10% for FY22F) for
Chinese developers, P/BV is in general considered as a more conservative and prudent
way for valuing developers during the downturn of property market.

We assign parity to 0.25 s.d. below 5 year average P/B to SOE developers’ valuations for
quality large-cap developers, such as CR Land COLI, Vanke, Greentown and Longfor, on
the back of their low to very low liquidity risk. They will likely benefit the most from a rapid
consolidation in the property market.

Meanwhile, we assign 0.5 to 1.2 s.d. below their 5-year average P/BV for developers with
liquidity risks that we believe are largely manageable. These include CIFI, Country
Garden (CG), KWG and Times.

Finally, we apply a deep discount of 1.5 to 2 s.d. below their average for developers with
liquidity risks that we believe are medium-high to high. These include RF, Shimao, Sunac,
Yuzhou, Zhongliang (ZL), Agile, Aoyuan and Logan.

Overall, we believe the discount we apply, especially for developers with medium to high
liquidity risk, is conservative enough — 1 to 2 s.d. below the 5-year average — and factors
in the bearish outlook for the property market in the years ahead. Based on this, there is
potential share price upside of 76% on average for the 17 developers we cover.
Interestingly, the non-SOE developers (13 out of 17 in our universe) offer greater upside
of an average 96% versus 19% for SOE developers. We are not surprised as investors
stayed away from non-SOE developers when they turned more cautious on the property
market last year.

Given the government’s strong policy stance and its proactive move to reduce
developers’ default risks, we believe that current valuations of non-SOE developers are
abnormally low and should be higher. Overall, we recommend investors to add those
private developers with manageable risks whose share prices were hardest hit.
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Key risks

Below are some key risks related to our upgrade:

e Slower-than-expected implementation of supportive measures announced by
regulators and local governments.

e Weaker-than-expected China economy, which could further weigh down home buyers’
confidence and affect developers’ contracted sales for the rest of the year.

e Higher-than-expected number of developers with difficulty repaying their bonds due in
the next few months on account of their current weak sales.

e Developers’ net profit growth could be much slower than our estimates due to weak
prices and transaction volume.
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positions in specified products of the company(ies) covered in this research report or any specified products related thereto and may from time to
time add to or dispose of, or may be materially interested in, any such specified products. Further, CGS-CIMB Singapore, its affiliates and its related
corporations do and seek to do business with the company(ies) covered in this research report and may from time to time act as market maker or
have assumed an underwriting commitment in specified products of such company(ies), may sell them to or buy them from customers on a principal
basis and may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such
company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report.

As of April 10, 2022, CGS-CIMB Singapore does not have a proprietary position in the recommended specified products in this report.

CGS-CIMB Singapore does not make a market on other specified products mentioned in the report.

South Korea: This report is issued and distributed in South Korea by CGS-CIMB Securities (Hong Kong) Limited, Korea Branch (“CGS-CIMB
Korea”) which is licensed as a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea.
In South Korea, this report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market
Act of Korea (“FSCMA").

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any
investment decision. This document does not constitute a public offering of securities.

CGS-CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services.

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The
distribution of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described
herein and may not be forwarded to the public in Sweden.

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks
issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research).

Thailand: This report is issued and distributed by CGS-CIMB Securities (Thailand) Co. Ltd. (“CGS-CIMB Thailand”) based upon sources believed to be reliable (but
their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at after due and careful consideration
for use as information for investment. Such opinions are subject to change without notice and CGS-CIMB Thailand has no obligation to update its opinion or the
information in this research report.

CGS-CIMB Thailand may act or acts as Market Maker, and issuer and offeror of Derivative Warrants and Structured Note which may have the following securities as
its underlying securities. Investors should carefully read and study the details of the derivative warrants in the prospectus before making investment decisions.

AAV, ACE, ADVANC, AEONTS, AMATA, AOT, AP, BAM, BANPU, BBL, BCH, BCP, BCPG, BDMS, BEC, BEM, BGRIM, BH, BJC, BTS, CBG, CENTEL, CHG, CK,
CKP, COM7, CPALL, CPF, CPN, CRC, DELTA, DOHOME, DTAC, EA, EGCO, ESSO, GLOBAL, GPSC, GULF, GUNKUL, HANA, HMPRO, ICHI, INTUCH, IRPC,
IVL, JAS, JMART, JMT, KBANK, KCE, KKP, KTB, KTC, LH, MAJOR, MEGA, MINT, MTC, NRF, OR, ORI, OSP, PLANB, PRM, PSL, PTG, PTL, PTT, PTTEP,
PTTGC, QH, RATCH, RBF, RS, SAWAD, SCB, SCC, SCGP, SINGER, SPALI, SPRC, STA, STEC, STGT, SUPER, SYNEX, TASCO, TCAP, THANI, TISCO, TKN,
TOP, TQM, TRUE, TTB, TU, TVO, VGI, WHA

Corporate Governance Report:

The disclosure of the survey result of the Thai Institute of Directors Association (“lOD”) regarding corporate governance is made pursuant to the policy of the Office of
the Securities and Exchange Commission. The survey of the 10D is based on the information of a company listed on the Stock Exchange of Thailand and the Market
for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It
is not an evaluation of operation and is not based on inside information.

The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after that
date. CGS-CIMB Thailand does not confirm nor certify the accuracy of such survey result.
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Score Range: 90 - 100 80 -89 70-79 Below 70 No Survey Result
Description: Excellent Very Good Good N/A N/A

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by,
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is
being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the
original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to
the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the
United Arab Emirates.

United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is also being
distributed by CGS-CIMB Securities (UK) Limited (“CGS-CIMB UK"). CGS-CIMB UK is authorized and regulated by the Financial Conduct Authority
and its registered office is at 53 New Broad Street, London EC2M 1JJ. The material distributed by CGS-CIMB UK has been prepared in accordance
with CGS-CIMB’s policies for managing conflicts of interest arising as a result of publication and distribution of this material. This material is for
distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional clients
of CGS-CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c) fall within Article 49(2)(a) to (d) (*high net worth companies,
unincorporated associations etc’) of the Order; (d) are outside the United Kingdom subject to relevant regulation in each jurisdiction, material(all
such persons together being referred to as “relevant persons”). This material is directed only at relevant persons and must not be acted on or relied
on by persons who are not relevant persons. Any investment or investment activity to which this material relates is available only to relevant persons
and will be engaged in only with relevant persons.

This material is categorised as non-independent for the purposes of CGS-CIMB UK and therefore does not provide an impartial or objective
assessment of the subject matter and does not constitute independent research. Consequently, this material has not been prepared in accordance
with legal requirements designed to promote the independence of research and will not be subject to any prohibition on dealing ahead of the
dissemination of research. Therefore, this material is considered a marketing communication.

United States: This research report is distributed in the United States of America by CGS-CIMB Securities (USA) Inc, a U.S. registered broker-
dealer and an affiliate of CGS-CIMB Securities Sdn. Bhd., CGS-CIMB Securities (Singapore) Pte Ltd, PT CGS-CIMB Sekuritas Indonesia, CGS-
CIMB Securities (Thailand) Co. Ltd, CGS-CIMB Securities (Hong Kong) Limited and CGS-CIMB Securities (India) Private Limited, and is distributed
solely to persons who qualify as “U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This
communication is only for Institutional Investors whose ordinary business activities involve investing in shares, bonds, and associated securities
and/or derivative securities and who have professional experience in such investments. Any person who is not a U.S. Institutional Investor or Major
Institutional Investor must not rely on this communication. The delivery of this research report to any person in the United States of America is not a
recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion expressed herein. CGS-CIMB
Securities (USA) Inc, is a FINRA/SIPC member and takes responsibility for the content of this report. For further information or to place an order in
any of the above-mentioned securities please contact a registered representative of CGS-CIMB Securities (USA) Inc.

CGS-CIMB Securities (USA) Inc. does not make a market on other securities mentioned in the report.

CGS-CIMB Securities (USA) Inc. has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months.
CGS-CIMB Securities (USA) Inc. has not received compensation for investment banking services from any of the company mentioned in the past 12
months.

CGS-CIMB Securities (USA) Inc. neither expects to receive nor intends to seek compensation for investment banking services from any of the
company mentioned within the next 3 months.

United States Third-Party Disclaimer: If this report is distributed in the United States of America by Raymond James & Associates, Inc (‘RJA"), this
report is third-party research prepared for and distributed in the United States of America by RJA pursuant to an arrangement between RJA and
CGS-CIMB Securities International Pte. Ltd. (“CGS-CIMB”). CGS-CIMB is not an affiliate of RJA. This report is distributed solely to persons who
qualify as “U.S. Institutional Investors” or as “Major U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of
1934, as amended. This communication is only for U.S. Institutional Investors or Major U.S. Institutional Investor whose ordinary business activities
involve investing in shares, bonds, and associated securities and/or derivative securities and who have professional experience in such investments.
Any person who is not a U.S. Institutional Investor or Major U.S. Institutional Investor must not rely on this communication. The delivery of this report
to any person in the U.S. is not a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion
expressed herein. If you are receiving this report in the U.S from RJA, a FINRA/SIPC member, it takes responsibility for the content of this report. For
further information or to place an order in any of the above-mentioned securities please contact a registered representative of CGS-CIMB Securities
(USA) Inc. or RJA. https://raymondjames.com/InternationalEquityDisclosures

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional,
institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.

Distribution of stock ratings and investment banking clients for quarter ended on 31 December 2021
619 companies under cov erage for quarter ended on 31 December 2021

Rating Distribution (%) Investment Banking clients (%)
Add 71.1% 1.5%
Hold 21.8% 0.0%
Reduce 7.1% 0.0%

Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (Thai IOD) in
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2021, Anti-Corruption 2021

ADVANC - Excellent, Certified, AMATA — Excellent, Certified, ANAN — Excellent, n/a, AOT - Excellent, n/a, AP — Excellent, Certified, ASP —
Excellent, n/a, AWC — Excellent, Declared, AU — Good, n/a, BAM — Very Good, Certified, BAY — Excellent, Certified, BBL — Excellent, Certified,
BCH - Very Good, Certified, BCP - Excellent, Certified, BCPG - Excellent, Certified, BDMS — Excellent, n/a, BEAUTY - Good, n/a, BEM —
Excellent, n/a BH - Good, n/a, BJC — Very Good, n/a, BLA — Very Good, Certified, BTS - Excellent, Certified, CBG - Very Good, n/a, CCET - n/a,
n/a, CENTEL - Excellent, Certified, CHAYO - Very Good, n/a, CHG - Very Good, n/a, CK — Excellent, n/a, COMT7 - Excellent, Certified, CPALL -
Excellent, Certified, CPF — Excellent, Certified, CPN - Excellent, Certified, CPNREIT - n/a, n/a, CRC - Excellent, Declared, DELTA - Excellent,
Certified, DDD - Excellent, n/a, DIF — n/a, n/a, DOHOME - Very Good, Declared, DREIT - n/a, n/a, DTAC — Excellent, Certified, ECL — Excellent,
Certified, EGCO - Excellent, Certified, EPG — Excellent, Certified, ERW — Very Good, Certified, GFPT - Excellent, Certified, GGC — Excellent,
Certified, GLOBAL - Excellent, n/a, HANA - Excellent, Certified, HMPRO - Excellent, Certified, HUMAN — Good, n/a, ICHI — Excellent, Certified, lll -
Excellent, Declared, INTUCH - Excellent, Certified, IRPC — Excellent, Certified, ITD - Very Good, n/a, IVL - Excellent, Certified, JASIF - n/a, n/a,
JKN - n/a, Certified, JMT - Very Good, n/a, KBANK - Excellent, Certified, KCE - Excellent, Certified, KEX - Very Good, Declared, KKP - Excellent,
Certified, KSL - Excellent, Certified, KTB - Excellent, Certified, KTC — Excellent, Certified, LH - Excellent, n/a, LPN — Excellent, Certified, M — Very
Good, Certified, MAKRO - Excellent, Certified, MC — Excellent, Certified, MEGA - Very Good, n/a, MINT - Excellent, Certified, MTC — Excellent,
Certified, NETBAY - Very Good, n/a, NRF - Very Good, Declared, OR - Excellent, n/a, ORI - Excellent, Certified, OSP — Excellent, n/a, PLANB —
Excellent, Certified, PRINC — Very Good, Certified, PR9 — Excellent, Declared, PSH — Excellent, Certified, PTT - Excellent, Certified, PTTEP -
Excellent, n/a, PTTGC - Excellent, Certified, QH — Excellent, Certified, RAM - n/a, n/a, RBF - Very Good, n/a, RS - Excellent, Declared, RSP -
Good, n/a, S — Excellent, n/a, SAK - Very Good, Declared, SAPPE - Very Good, Certified, SAWAD - Very Good, n/a, SCB - Excellent, Certified,
SCC - Excellent, Certified, SCGP — Excellent, Declared, SECURE - n/a, n/a, SHR — Excellent, n/a, SIRI — Excellent, Certified, SPA — Very Good,
n/a, SPALI - Excellent, Certified, SPRC - Excellent, Certified, SSP - Good, Certified, STEC - Excellent, n/a, SVI — Excellent, Certified, SYNEX —
Very Good, Certified, TCAP — Excellent, Certified, THANI — Excellent, Certified, TIDLOR - n/a, Certified TISCO - Excellent, Certified, TKN — Very
Good, nf/a, TOP - Excellent, Certified, TRUE — Excellent, Certified, TTB - Excellent, Certified, TU — Excellent, Certified, TVO — Excellent, Certified,
VGI - Excellent, Certified, WHA — Excellent, Certified, WHART - n/a, n/a, WICE - Excellent, Certified, WORK - Good, n/a.

- CG Score 2021 from Thai Institute of Directors Association (I0D)

- Companies participating in Thailand's Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) under Thai Institute of Directors (as of
August 5, 2021) are categorised into: companies that have declared their intention to join CAC, and companies certified by CAC.

Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net
dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.
Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.
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