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SECTOR UPDATE 

Property – China 
Divergence Between Cities Widening; Recovery Deferred By Lockdowns. 
3M22 property FAI slowed to +0.7% yoy, new construction starts slumped to -17.5% yoy 
while land transacted area declined 41.8% yoy. The gloomy market outlook coupled 
with tight liquidity conditions are hurting appetite for land acquisitions. 3M22 home 
sales value slumped 25.6% yoy and home inventory shrank 2.64% mom, partly 
attributable to the slower pace of new project launches. Sporadic lockdowns may defer 
the housing market’s recovery in core cities to 2H22. Maintain OVERWEIGHT. 

WHAT’S NEW 
• 3M22 property FAI slowed to +0.7% yoy; new construction starts tumbled to -17.5% 

yoy. 3M22 property FAI slowed to +0.7% yoy, the second lowest in history after 1Q20. 
New construction starts/completions further slumped to -17.5%/-11.5% yoy. Developers’ 
tight liquidity condition has yet to ease, and total funds raised by developers in 3M22 
declined by 19.6% yoy (2M22: -17.7% yoy). Contribution from sales deposits/mortgage 
loans slumped by 31.0%/18.8% yoy while contribution from domestic loans also further 
declined to -23.5% yoy. Recent credit easing measures aimed at injecting liquidity to the 
sector seemed to be insufficient and benefitting only selected developers. 

• Land transaction area declined 41.8% yoy. 3M22 land transaction value/area declined 
by 16.9%/41.8% yoy. Recent centralised land auctions continued to be dominated by 
SOEs, but we are seeing more private developers like CIFI and Longfor returning to 
participate and successfully acquiring a few plots of land. Local governments are 
gradually easing some of the terms and also allowed a higher project margin, mainly by 
relaxing selling price restrictions and some removed the requirements to compete on 
affordable housing construction and self-holding ratio. Land premiums have also edged 
up to about 5% compared with about 3% in the previous two rounds of land auctions. 

SUMMARY OF 2022 FIRST CENTRALISED LAND AUCTIONS 

  Beijing Fuzhou Xiamen Qingdao Hefei Chongqing Wuhan Chengdu Changsha 

Transacted Plot 17 12 9 15 24 13 6 44 22 
Transacted Area  
(10th sqm) 160.91 61 61 76.6 220.68 147 71.7 356.9 323.1 
Transacted Value  
(Rmb100m) 480.23 77 154 29.5 189.62 99 84 393.1 173.9 

Land Premium 4.5% 4.2% 7% 2% 11.2% 5% 1% 5% 3% 

Failed Auction Ratio 6% 33% 10% 6% 25% 0% 14% 12% 0% 
Source: CRIC, UOB Kay Hian 

• 3M22 home sales fell 25.6% yoy; unsold new homes surged 14.2% yoy. 3M22 home 
sales value/volume were -25.6%/-18.6% yoy. According to China Real Estate Information 
Corporation (CRIC), Top100 developers’ 3M22 property sales have further slumped to -
47% yoy. Though home sales have yet to bottom out, the slowdown in developers’ pace 
of new project launches has caused home inventory to shrink by 2.64% in Mar 22. 
According to CRIC, inventory months for Tier 1/2/3 cities as of Mar 22 continued piling up, 
last reported at 13.73/19.61/22.95 months, +65.0/+84.4%/+126.4 yoy. 
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Company Ticker Rec 
Share Price 

(HK$) 
Target Price

(HK$) 

CIFI 884 HK BUY 4.60 6.27 

PEER COMPARISON 
   Price @ Target Upside/ Market ------------ PE ----------- ------------ P/B ----------- ----------- Yield ---------- ROE 
Company Ticker Rec 14 Apr 22 Price (Downside) Cap 2022F 2023F 2022F 2023F 2022F 2023F 2022F 
   (HK$) (HK$) to TP (%) (HK$m) (x) (x) (x) (x) (%) (%) (%) 
Powerlong Real Estate 1238 HK BUY 2.79 6.20 122.2 11,551.7 1.9 1.6 0.2 0.2 17.4 19.5 12.3 
Sunac China 1918 HK BUY - 9.60 - 24,955.9 0.8 0.8 0.1 0.1 22.7 18.0 16.3 
Shimao Group 813 HK HOLD - 5.12 - 16,786.4 1.1 1.1 0.1 0.1 28.3 30.9 11.4 
CIFI Holdings 884 HK BUY 4.60 6.27 36.3 40,437.0 4.1 3.8 0.7 0.6 7.2 7.9 16.4 
Source: Bloomberg, UOB Kay Hian 
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• Decline in new home prices moderated to -0.07% mom. New home prices continued 
searching for the bottom in Mar 22 and have fell for the seventh consecutive month. 70-
city new home prices was down 0.07% mom (Feb 22: -0.13% mom) with 38 cities 
reporting mom decline (Feb 22: 40). Tier 1/2/3 cities reported +0.35%/+0.04%/-0.22% 
mom changes and were +4.33%/+1.64%/-0.63% yoy as of Mar 22. Note that the 
secondary home prices for 47 out of 70 cities being monitored by National Bureau of 
Statistics (NBS) are currently lower than the price level a year ago, as these cities are 
under pressure to come up with more measures to stabilise their local housing market. In 
our view, the downtrend in Tier 3 cities is unlikely to reverse in the near term even with 
the rising frequency of policy easing and weak rigid demand. The longer duration needed 
to digest existing unsold inventory will remain the major constraint to local home prices. 

ESSENTIALS 
• Policy easing extended to relaxation of home purchase/sales restrictions among 

Tier 2 cities. Marching into Apr 22, we are seeing a growing number of Tier 2 cities 
stepping up policy easing by relaxing their home purchase/sales restrictions which was 
kick-started in Zhengzhou in Mar 22. More Tier 2/3 cities are expected to follow up with 
the easing of: a) home purchase restrictions, b) home sales restrictions, c) mortgage loan 
restrictions (eg lowering downpayment ratio), and d) home ceiling prices. We opine that 
not all of these cities relaxing restrictions will lead to a meaningful recovery of property 
sales. Though the intensity of policy easing does make a difference, what’s important is 
the core fundamentals of the local housing market eg population growth, local economic 
condition and unsold inventory level. Majority of the cities that came out with aggressive 
easing measures were those with high inventory levels. 

• Divergence between cities widens. The divergence in the local housing market has 
further widened. According to CRIC, Top32 cities reported an average sell-through rate of 
35% in Mar 22. Only five cities (Shanghai, Hefei, Taizhou, Hangzhou and Suzhou) 
reported above 60% sell-through rate with the highest being Shanghai at above 90%, 
while Nanjing, Wuhan, Foshan and Wuxi all reported average sell-through rate of below 
15%. Homebuyers especially in lower tier cities are turning more selective; developer’s 
reputation, project location and project selling prices are playing important roles since it is 
now the buyer’s market. 

• Effectiveness of recent easing of measures. To gauge the effectiveness of the recent 
easing of measures on stimulating the local housing market, we focus on the mom 
change of their home sales volume and new home prices in Mar 22. It is worth noting that 
February has always been the low season for property sales, and the rebound of property 
sales in March was partly contributed by seasonal factors; the easing of measures may 
also need a longer duration to show its full impacts. Policy easing measures may not 
necessarily lead to immediate market recovery; the market may respond differently based 
on their respective market conditions and demographic profile. 

SUMMARY OF MOM CHANGE FOR PROPERTY SALES AND NEW HOME PRICES 
 -------- New Home Sales (Units) -------- -------------- New Home Price --------------
City (New Policy Effective Date) Mar 22 (mom %) Mar 22 (yoy %) Mar 22 (mom %) Mar 22 (yoy %) 
Zhengzhou (1 Mar) +46% -45% - 0.7% - 0.6% 
Nanning (1 Mar) +72% -42% - 0.1% + 0.2% 
Fuzhou (~18 Mar) +67% -55% - 0.6% + 1.6% 

Source: Wind, UOB Kay Hian 

• Zhengzhou. Zhengzhou’s new home transaction (units) spiked 46% mom in Mar 22, but 
new home prices have slid 0.7% mom. Some developers were seen exploiting the 
sentiment recovery in the city to clear inventory on hand by offering steep discounts, also 
not to forget the city’s unsold home inventory was rather high at 32.35 months. 

• Nanning. We are seeing a gradual recovery in Nanning’s local housing market; the city’s 
Mar 22 property sales rebounded 72% mom while the decline in new home prices has 
also moderated to -0.1% mom (Feb 22: -0.4% mom). 

• Fuzhou. Fuzhou’s April month-to-date average daily home sales (units) were still 10% 
lower than 1Q22’s average; new home prices as of Mar 22 have slumped 0.6% mom. We 
also saw lacklustre demand from developers in Fuzhou’s first centralised land auction last 
month. 
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CITIES WITH STEEPEST HOME PRICES DECLINE 

City 

New Home 
Prices 
yoy% City 

Secondary 
Home Prices 

yoy% 

Dali -5.60 Mudanjiang -9.70 

Qinhuangdao -5.20 Anqing -5.20 

Harbin -4.80 Taiyuan -4.90 

Nanchong -4.50 Dali -4.70 

Luzhou -4.40 Shijiazhuang -4.50 

Changde -4.20 Harbin -4.50 

Yueyang -3.70 Nanchong -4.40 

Beihai -3.70 Qinhuangdao -3.80 

Taiyuan -2.90 Changde -3.80 

Zhanjiang -2.90 Zunyi -3.70 
Source: NBS, UOB Kay Hian 
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ACTION 
• Maintain OVERWEIGHT on the property sector. We have yet to see the introduction of 

major easing policy from the central government since the Financial Stability and 
Development Committee called for an effective plan to resolve and prevent risks in the 
property sector on 16 March. Momentum of the recent rally in the sector has started 
fading but we think the valuation recovery of SOEs and selected private developers will 
be sustainable, though they could be moving sideways before we see more catalysts in 
the sector (eg announcement of new measures to stabilise the housing market, lifting 
existing lockdown measures and recovery of property sales).  

• Given the widening gap between higher tier and lower tier cities, we think that it is unlikely 
to see “one size fit all” easing measures from the central government. “One City One 
Policy” could be the norm going forward; lower tier cities will continue stepping up the 
intensity of easing measures to stabilise the local housing market. We do not expect any 
major policy changes (except monetary easing) in higher tier cities which are backed by 
strong rigid demand since the relaxation of existing restrictions could again spur 
speculation activities. Impacts of the recent COVID-19 lockdown were temporary, home 
demand in Tier 1/2 cities are only being deferred. More efforts are needed to stabilise 
market expectations and stimulate market demand in order for us to move out from this 
vicious cycle (lack of confidence in homebuyers, unwilling to enter the market, inventory 
continuing to pile up, developers continuing to slice selling prices given their tight liquidity 
condition). Monetary easing (eg lowering mortgage rate and easing loan restrictions) itself 
may not be sufficient. 

• We maintain BUY on CIFI with a target price of HK$6.27, derived from a 40% discount 
to its estimated NAV of HK$10.45. We like CIFI for its: a) high exposure to Tier 1 and 2 
cities (81% of Rmb360b 2022 saleable resources), b) relatively low refinancing risk with 
access to capital market, and c) aggressive expansion of recurring income base which 
could compensate the declining profitability of the property development segment. The 
recent issuance of convertible bonds weighed on investors’ sentiment but note that this 
implied relatively low refinancing risk for the company, not to mention the additional 
HK$588m convertible bonds were also issued at premium and oversubscribed by two 
times. Management was being conservative and utilised the opportunity to raise additional 
liquidity under the current challenging and uncertain environment. 

CREDIT RATINGS (AS OF 18 APR 2022)

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

S&P Moody’s Fitch 

Powerlong NR B2 *- - 

Sunac China NR Caa1 CC 

CIFI BB Ba2 BB 

Shimao NR - CCC 
Source: Bloomberg, UOB Kay Hian 
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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 
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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 
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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 
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