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SECTOR UPDATE 

Property – China 
SOE Players Will Continue To Outperform In A Gradually Recovering Market 
With more easing on the demand side and relatively cautious supply-side policies, we 
forecast a modest recovery in sales starting from Jun 22. SOE developers will continue 
to outperform in terms of sales, investment and finance. Ample saleable resources 
place SOEs in a better position for a sales recovery while strong IP brands and 
pipelines will further strengthen their market competitiveness. Initiate coverage on CR 
Land (Target: HK$46.50) and COLI (Target: HK$31.10) with BUY ratings. 

INVESTMENT HIGHLIGHTS 
• Supply-side policies expected to remain relatively cautious in 2H22. The 

government has started to ease policies on the property sector since 4Q21 but these 
revisions are focused mainly on the demand side. Top officials have maintained a 
relatively cautious tone on the supply-side policies during this round of policy easing, 
reflecting their commitment to deleverage the property sector. In our base-case scenario, 
top officials will maintain this policy mix in 2H22 (relaxed demand-side policies and 
cautious supply-side policies). Considering: a) a lower base in 3Q21/4Q21, b) continuous 
improvement in demand-side policies, and c) normalising market supply upon lifting of 
lockdown measures starting from June, we expect the decline in property sales to narrow 
from -23%/-27% in 1Q22/2Q22 to -15%/- 6% in 3Q22/4Q22. Property sales are expected 
to decline by 18% yoy in 2022. 

• SOE developers to continue outperforming in a challenging market. SOEs have 
been gaining market shares since 2H21, as reflected by: a) rising share in developers’ 
bond issuance market (3Q21/4Q21/1Q22/2Q22: 65%/75%/78%/84%); b) better sales 
performance among the top 100 developers in 5M22 (SOEs: -56% yoy vs POEs: -66% 
yoy on average); and c) rising share in land acquisitions of top 100 developers 
(12M21/5M22: about 62%/about 90%). We expect financial institutions and homebuyers 
to continue to favour SOEs in a relatively challenging market (estimated 18% decline in 
sales), due to: a) relatively low gearing (SOEs 53% vs POEs 83% on average for listed 
companies), b) much better financial discipline, and c) implicit support from the 
government. 

• Ample saleable resources position SOEs for sales recovery in 2H22-2023. Based on 
data from China Real Estate Index System (CREIS), attributable land acquisition/
attributable contracted sales for 5M22 was 29%/4% for SOEs/POEs, reflecting that SOEs’ 
saleable resources remain resilient while POEs may face notable contraction in landbank. 
CR Land and COLI excel in land acquisition and sales recovery among both SOEs and 
POEs: a) CR Land and COLI are ranked no.1 and no.4 respectively in terms of 
attributable land acquisition in 5M22, and b) monthly property sales for COLI and CR 
Land grew 30%/35% mom respectively in May 22, outperforming all the leading SOE 
peers (+10% mom on average). The above statements also prove CR Land’s and COLI’s 
capability to gain market share during an industry downturn. 

Click here for Blue Top dated 23 Jun 22 
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PEER COMPARISON 

   Price @ Target 
Upside/

(Downside) Market -------- PE ------- -------- P/B ------- ------- Yield ------ ROE 
Company Ticker Rec 23 Jun 22 Price to TP Cap 2022F 2023F 2022F 2023F 2022F 2023F 2022F 
   (HK$) (HK$) (%) (HK$m) (x) (x) (x) (x) (%) (%) (%) 
China Resources Land 1109 HK BUY 35.10 46.50 32.5 250,296.0 7.3 6.3 0.8 0.7 5.1 5.9 12.0 
Powerlong Real Estate 1238 HK BUY 1.84 3.25 76.6 7,618.3 1.8 1.6 0.1 0.1 15.3 16.8 8.4 
Sunac China 1918 HK UNDER REVIEW n.a. UR - n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 
China Overseas Land & Investment 688 HK BUY 23.35 31.10 33.2 255,563.0 5.8 5.4 0.6 0.5 5.6 5.7 10.5 
CIFI Holdings 884 HK BUY 3.64 5.23 43.5 33,283.7 2.8 2.6 0.5 0.4 12.4 13.5 18.4 
Source: Bloomberg, UOB Kay Hian 
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• Diversified business model hedging against cyclical factors; growing IP portfolio 
optimising revenue mix. Leading developers have started diversifying their operations into 
various non-property development segments, namely property management, investment 
properties (IP), rental housing, construction management etc. With an established brand and 
strong pipeline, we expect sector leaders will see strong growth in recurring income. CR 
Land and COLI are the respective segment leaders in shopping malls and single-title office 
space operations, with a forecasted 20% and 25% three-year CAGR in recurring income. 

• Maintain MARKET WEIGHT on China’s property sector. With better execution of 
COVID-19-related restrictions and more project launches starting from June, we think the 
worst period of sales has passed. However, as supply-side policies remained relatively 
cautious, developers will still be facing great liquidity pressure. We also expect a gradual 
recovery of demand as economic outlook turned gloomier recently. We maintain MARKET 
WEIGHT on the property sector. 

STOCK PICK 

• Initiate coverage on CR Land with a BUY rating and target price of HK$46.50. This is 
derived from a 20% discount to its estimated NAV of HK$58.10, implying 10.0x 2022F PE 
and 1.1x 2022F P/B. Core net profit is estimated to grow at a CAGR of 13.5% over the 
next three years. CR Land’s abundant saleable resources and high exposure to Tier 1 
and Tier 2 cities put it in a good position to capture the sales recovery. Its recurring 
income in 2021 was able to fully cover annual interest and dividend payments. Shopping 
malls will remain its investment properties’ key growth driver, with its portfolio expected to 
double by 2025. It still has ample room for future debt-raising activities while keeping its 
BBB+ credit ratings. 

• Initiate coverage on COLI with a BUY rating and target price of HK$31.10, derived 
from a 25% discount to its estimated NAV of HK$41.48, implying 8.0x 2022F PE and 0.8x 
2022F P/B. Core net profit is estimated to grow at a CAGR of 7.5% over the next three 
years. COLI has abundant saleable resources in 2022 to back its healthy pace of 
contracted sales growth. Its strong presence in Tier 1/core Tier 2 cities will help it better 
capture the expected sales recovery in 2H22 and 2023. COLI’s investment property 
portfolio will expand from 5.77m sqm in 2021 to 10.98m sqm upon the completion of 
pipeline projects. At last, COLI has the highest credit ratings among peers, and the lowest 
average financing cost of 3.55%.  

CATALYSTS AND RISKS 
• Catalysts: a) Stronger-than-expected property sales; b) easing of supply-side policies. 

• Risks: a) Resurgence of COVID-19 in China and tightening of COVID-19 restrictions, b) 
weaker-than-expected policy effectiveness in stimulating property sales, and c) Jun and Jul 
22 seeing more developers’ bonds maturing. Further defaults will dampen investors’ 
confidence. 

  

CR LAND (1109 HK) 12-MONTH FORWARD P/B COLI (688 HK） 12-MONTH FORWARD P/B 
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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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