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Will regulator dial up policy support?

¢ While large scale stimulus seems unlikely in the near- HSI: 16,190
term, we believe regulators will intervene if systemic risks
arise; policy shift possible in 2H24

¢ Afurther c.20% drop in secondary ASP could cause ANALYST
underwater mortgages, pote.nFially impacting Chinese Jason Lam +852 36684179 jasonlamch@dbs.com
banks’ CET1 ratio if fully provisioned Dexter Chun +852 36684461 dexterchun@dbs.com
o Physical market may contract further due to low Ben Wong +85236684183 benwongkf@dbs.com

homebuyer confidence; liquidity risk may persist and
investor sentiment to be weak until policy shift occurs

o KE Holdings poised to benefit from developers' rising Recommendation & valuation
reliance on external customer acquisition channels and
surging secondary market transactions; trading Target

opportunities may arise on quality names Price Price
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Will regulators step up policy support? Recent policy tone suggests
that large scale stimulus measures are less likely to materialise in the

near-term, but we believe regulators will not hesitate to step in if KE Holdings 38.60 57.04 BUY 184 12.1
systemic risks arise. Drawing parallels with Japan and the US, we (2423 HK

believe a widespread systemic risk to the financial system would KE Holdings 14.86 1o BUY 184 3
prompt immediate action. For China banks, mortgage loans is their (BEKE US) ' ' ' '
largest exposure to the property sector. Our analysis shows that CR Land 25.85 40.60 BUY 236 6.0
€.20% decline in secondary ASP from current levels may cause a (1109 HK)

significant number of existing mortgages to become underwater, China Overseas 12.66 18.20 BUY 17.7 5.6
potentially pushing Chinese banks' CET1 ratio below the 7.5% (688 HK)

threshold if they are fully provisioned. We anticipate more concrete Yuexiu 545 7.52 BUY 2.8 5.0
macro-targeted fiscal stimulus may come about as secondary ASPs (123 HK)

approach a critical level, but befare reaching that point. Based on Source: Thomson Reuters, DBS Bank (Hong Kong) Limited ("DBS HK”)

recent price trends, a policy shift is possible in 2H24. Closing price as of 9 Jan 2024

Physical market may see another year of contraction. In the near-
term, we expect policy efforts to remain city-specific and supply-side
centric. While there may be some fiscal support for the “Three Major
Projects’, these measures are likely to be implemented in a
controlled and measured manner. Income uncertainty and weak
home price expectations may continue to affect homebuyer
sentiments. A more attractively priced and vibrant secondary market
may also divert some genuine demand. We project residential GFA to
fall 5-10% and ASP to drop 0-5% in 2024.

Market to trade sideways until meaningful stimulus are introduced.
Investor sentiment may remain subdued with trades primarily short-
term oriented until meaningful policy changes occur. Share price
volatility likely to persist due to relatively thin trading volume and
policy-related noise. KE Holding (2423 HK/BEKE US) is our top pick as
it is poised to capitalise on developers rising reliance on external
customer acquisition channels and surging secondary market
transactions. Value-hunting opportunities may also emerge on
quality SOE names amid share price volatility. In the event of an
eventual shiftin policy tone, heavily sold quality POE names like
Longfor (960 HK) and Vanke (2202 HK) could see some valuation
recovery.
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Stability remains the key focus of policy agenda...

Stability at the heart of policy agenda, with fiscal policies to
be reserved, measured and controlled. While acknowledging
the challenges and difficulties in the economy, the overall
policy tone from recent high-level meetings and speeches
by senior regulatory officials have emphasised stability as
their overarching policy objective. In the context of the
property sector, the development of the “three major
projects” (i.e. urban village redevelopment, affordable
housing and public infrastructure for normal & emergency
use) and proactive risk control are the key areas of focus for
2024.

While their latest pledge to “build the new before abolish
the old” might initially suggest a softer approach towards
traditional economic drivers like the property sector to
stabilise the economy and additional measures may be
forthcoming, latest descriptions on upcoming monetary and
fiscal policies suggest such supports will likely be introduced
in a controlled and measured manner. A bazooka-style
stimulus measure as anticipated by some in the market
remains as an unlikely option for regulators.

With these in mind, we believe upcoming property policy
efforts will prioritise on “building the new”, such as the
“three major projects”, and focus on implementation (see
Shenzhen's latest consultation paper on urban village
redevelopment for reference) and finalisation of relevant
fundings. The recent net increase in pledged supplementary
lending (PSL) could potentially signal the implementation of
such measures in the near-term. The policy environment for
the “old” - referring to the traditional residential commodity
housing market — will likely remain supportive but upcoming
measures are likely to primarily focus on supply-side easing.
In addition, we anticipate some support (in a measured and
controlled manner) on POE developer's funding, potentially
in the form of onshore bank financing (such as the
implementation of the 50 developer whitelist, support to
distressed names, among others).

Policy stance in recent high-level meetings

Time Authority Highlights

- Transitioning from rapid to high-quality
development

- Housing is for living in but not speculation

- Push forward the "three major projects"”

- Equally treat all sort of developers and meet
reasonable financing need

- Actively adapt to the major changes and construct
new development model of property market

- Reiterated housing is for living but not for
speculation

- Equally treat SOE and POE developers and meet
reasonable funding need

- Provide long-term low-cost funding for "three
major projects"

Nov-23 MQHURD
minister

Dec-23 PBOC
governor

- Scientifically allocate financial resources to land
supply based on demographic change

- Push forward supply-side reform of housing
market

- Fuffill multi aspects of housing demand and
promote'three major projects"

Dec-23 MOHURD

- Building the new before abolishing the old

Politburo ) ) )
Dec-23 Meeti - Monetary policy to be flexible, appropriate,
eeting )
targeted and effective
- Ensure the control of systematic risk
Dec-23 NAFR - Equally treat SOE and POE financing need

- Fully support "three major projects”

Source: Local news, government website, DBS HK

Areas of focus for the property sector (2024 vs 2023)

Key focus

2023 2024

- Fulfill reasonable financing need
- Resolve quality market-
leading developer's risk,
promote M&A and improve
balance sheet situation

- Support genuine and
replacement demand

- Housing is for living in but not for
speculation

- Construction new development
model of property market

- Contain property risk and ensure
not to trigger systemic risk

- Equally treat POE and SOE and
meet their reasonable financing
need

- Promote the development of
"Three major projects"

- Construct new development
model of property market

Source: Local news, government websites, DBS HK
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Key Tier 1-3 cities with further room for policy easing

No. of years for social

Down payment ratio

No. of units that can be purchased security proof
Local resident Non-local resident Non-local resident First home Second home
Tier 1
Beijing 2 1 5 (3y within Tongzhou) 30% Léﬁ:&%%?
Shanghai 2 1 5 (3y within Jinshan) 35% 50-70%
Shenzhen 2 1 5 30% 40%
Guangzhou Lifted except 6 districts 2 30% 40%
Tier 2-3

Hangzhou 2/1 for local/non-local in 4 core districts 1-mth 25% 35%
Xiamen Lifted Lifted 25% 35%
Fuzhou Lifted Lifted 25% 35%
Chengdu Lifted for >144 sm flat in 5 restricted area 0.5 30% 30-40%
Tianjin 2/1 for local/non-local in 6 core districts 0.5 20% 30%
Suzhou Lifted for >120 sm flat Lifted for >120 sm flat 20% 30%
Xi'an Lifted outside second ring 0.5 20% 30%

Source: Local news as of 10" Jan 2024, DBS HK
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...but fiscal stimulus is still on the table if deemed
necessary by regulators

What could constitute a trigger to force the hand of the
regulators? A look at the U.S. and Japan. While a large-scale
fiscal stimulus is unlikely for now, we take the view that this
is more of a choice by regulators rather than their inability
do so. Drawing comparisons from the property downcycle
of the US (2008-09 subprime mortgage crisis) and Japan
(1990-2010 the lost decades), we noted that a widespread
systemic risk to financial institutions served as a common
trigger for regulatory action in both economies. Given
China's emphasis on stability and risk control, we believe the
logic will likely follow a similar trajectory.

US - 2008-2009 subprime mortgage crisis

Initially, US regulators adopted a “wait-and-see” approach
when the property bubble started to burst in 2007,
triggering the subprime mortgage crisis. However, the
rapidly deteriorating property market soon posed a
systemic risk to the financial sector as existing mortgages

Timeline of the subprime mortgage crisis in the US

began to default at a large scale, affecting derivative
instruments with these mortgages as underlying assets. The
escalating systemic risk to the banking sector and negative
wealth effect (as a result of tumbling property prices and
defaulted subprime mortgage bonds) prompted regulatory
intervention.

The government responded with stimulus measures
including i) fiscal package - bail-out of several financial
institutions, implementation of the US$850bn Troubled
Asset Relief Program (TARP) equivalent to ¢.5% of 2008 GDP;
ii) monetary stimulus - rate cuts of 525bps to 0%,
introduction of US$1.7tn in quantitative easing etc; and iii)
property-related measures - implementation of the Home
Affordable Refinancing Program. The timely and decisive
fiscal and monetary policy response from the government
effectively contained the inherent financial risks and
stabilized market confidence. The non-performing loan ratio
peaked in 2009 and took just 1-2 years (vs. >30 years in
Japan) for both property sales and home prices to recover
and return to positive territory.

Launched Home Affordable

The Fed started

Refinance Program (HARP) to

20% A )
quantitative easing help refinance mortgages
10% -~ /\ and buying MBS
O% T T T T T T 1
-10% A
Federal Reserve )
-20% A bailed out 5th US$850bn Troubled Asset Relief Program (TARP)
. largest investment was approved and raised deposit insurance
-30% 1 bank Bear Stearns coverage limit
-40% - V\ i) Lehman Brothers went bankrupt;
ii) Takeover of Fannie Mae and Freddie Mac
-50% -

2003
2004
2005
2006
2007
2008

2009
2010
2011

2012
2013
2014
2015

e Primary sales Y-0-Y

Note: Primary sales refer to US new one-family houses sold
Source: Bloomberg Finance L.P., local news, DBS HK
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Details of key stimulus package

Property sales and price performance in 2007-2009

US stimulus package

Type Entity Policy
Federal Reserve [Cut rate by 525bps to 0%
Federal Reserve Quantitative easing via purchase of US
Treasury, MBS
Monetary Package of liquidity support (incl
Commercial Paper Funding Facility, Term
Federal Reserve [Auction Facility, Primary Dealer Credit
Facility, Term Securities Lending Facility,
Currency swap to provide liquidity)
US Treasu US$850bn Troubled Asset Relief Program
Y laare
Bail out of key financial institutions (e.g
US Treasu
Y AlG, Citi, Fannie Mae, Freddie Mac)
Fiscal ::nedfril Deposit Raised deposit insurance coverage from
purance US$100k to US$250k
Corporation
) Home Affordable Refinance Program
Federal Housing
) (HARP) to help underwater homeowners
Finance Agency
refinance mortgages
Provided tax relief and stimulus checks to
US Treasury .
. low-income groups
Economic Increased government spending on
US Treasury 8 P 8

healthcare, infrastructure, education

Source: Local news, DBS HK

15% - - 15%
10% -
L 10%
5% -
0% - L 5%
,50/ .
° L 0%
10%
15% L 59
20%
L 10%
25%
30% 4 L 15%

2002
2004
2006
2008
2010
2012
2014
2016

Secondary sales Y-0-Y (LHS)
Secondary ASP Y-0-Y (RHS)

Note: Secondary sales & ASP refer to NAR existing home sales & ASP
Source: Bloomberg Finance L.P., US NAR, DBS HK

Japan - 1990-2010 “The Lost Decades”

Contrary to the US, Japan took much longer (c.30 years) to
recover from the asset bubble burst in 1990-2010, primarily
led by the Japanese government's delayed and insufficient
policy response. Public rhetoric and regulators initially held
the view that their property sector crisis was merely cyclical
and temporary, and refrained from introducing large scale
stimulus until things got out of hand. As the crisis continued
to unfold and the property market weakened further, risks
had spread to the financial sector with rising defaults in
property developer loans. In 1995, non-performing loans in
housing-specialised lending companies (i.e. shadow banking
specialised in lending to the property sector) reached 75%.
Of this amount, c.60% turned out to be non-recoverable.
More than 50 banks went bankrupt and one of the largest
brokerage houses in Japan - Yamaichi Securities (th—#&#) -
defaulted in 1998. Dampened sentiment drove the
economy into a balance sheet recession. In 1998, escalated
systemic risks had forced regulators to step in, injecting
public funds (c. JPY60tn or c.12% of 1998 GDP) into the
system and “Program of Financial Revival” was launched to
contain such risks.
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Timeline of the “Lost Decade” in Japan

Before 1991 1991-1996 1997-2002 After 2010
Asset bubble Property crisis Financial crisis Launch "Financal Recovery
200 ~ BOJ cut rates Yamaichi Securities Rejuvenation
180 4 Rate hikes to (Ll—&& %) bankrupted Program" to support
160 4 curb bubble\ financial institutions
140 4
120 A
100 - _ .
Cut rates to Injected JPY60trn public
80 depreciate JPY to fund into large banks
60 4 support economy
40 A
20 A
O T T T T T T T T T T T T T T
LN ™~ [o)) — ™m LN ~ (o)) — m n ~ (o)) — ™m
[0} [0} [ee} [N} (o) [eN) (o)) [N} o o o o o — —
¢ ¢ ¢ =2 2 &« @ & & £ & & & & B8

Note: rebased index 2010=100

= Residential property price index

Source: Federal Reserve Bank of St. Louis, Local news, DBS HK

No of bankruptcies in Japanese banks

Details of Program of Financial Revival

60 +

50 +

40 -

30 A

20 -

10 -

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

2002

Area Policy

Strengthening
balance sheet

Enhancing
capital
adequacy
Strengthening
governance

M < 0 O

o O O O O

o O O o O

N AN NN N

- Disclosure of the gap between major banks' self-
assessments and the results of FSA's inspections

- Strengthening administrative measures against
inadequate correction of self-assessments

- Evaluate the treatment of deferred tax assets under
the regulation on capital adequacy and examine the
upper limit of deferred tax assets to be included in
regulatory capital

- Issuance of business improvement administrative order
to a bank which has not achieved its plan for sound
management

- Enhance its supervisory framework to monitor
profitability and liquidity indicators, which are not
reflected in capital adequacy ratio but warn any
deterioration of the management of banks

Source: Japan government website, DBS HK

Source: Deposit Insurance Corporation of Japan (DIC)), DBS HK
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What about China? Likely to act before systematic risk
becomes a big threat

Regulators are currently maintaining a reserved and
calculated stance on fiscal stimulus, but nevertheless we
believe like in the U.S. and Japan, they will be forced to step
in when the property sector downturn starts to bring about
systemic risk to the banking system. In fact, we expect
regulators to step in before such systemic risk occurs.
Considering the potential severity and administrative power
of the respective governments, we believe China’s urgency
and thus the pace and magnitude of policy intervention/
stimulus package will likely be less than the U.S. back in
2008-09. Meanwhile, being mindful of the events in Japan,
we believe Chinese regulators - though currently seen by
the market as overly quiet and reserved - will react timely
when necessary and thus the overall outcome should come
in better than that seen in Japan. With homebuyer
confidence weighed mainly by macroeconomic and income
uncertainty, we believe such fiscal measures will likely target
more towards the economy as compared to the U.S. and
Japan, where policies were more concentrated on
containing the banking crisis.

Homebuyer survey on key factors affecting home
purchase decisions (Nov-23)

Mortgage repayment 44%
pressure 42%
Income uncertainty ;9%2{0
Property price fall 3356;?

Risk of uncompleted projects

Insufficient downpayment

Anticipate more easing to
come

Wait and see

Not yet spot appropriate
property

5%
No property demand S0
5%

Not clear Top

0% 10% 20% 30% 40% 50%
m Nov-23 Oct-23

Source: CREIS, DBS HK

Mortgage could be a potential trigger for fiscal policy
support. Currently, mortgage loans is the largest direct
exposure that Chinese banks still hold towards the property
sector, amounting to c.Rmb38tn or c.16% of China banks’
total outstanding loans as at 3Q23. A potential large-scale
default on mortgages led by significant property price
correction could therefore bring about systemic risk to the
China banking system. We have accordingly estimated the
current LTV on existing mortgages to gauge the ASP decline
buffer before such an event occurs. Key assumptions of our
estimates are as below:

1) All outstanding mortgages are based on 30%
downpayment ratio (i.e. initial LTV ratio at 70%) on a 30-
year tenure; such loans would be deemed risky if
mortgages become underwater;

2) Quarterly net mortgage balance increments are treated
as mortgage additions to property values equivalent to
the national primary home ASP at the time;

3) Property values would subsequently move in line with
the secondary home price index published by NBS
(from 2015-18) and a simple average of the 25-city
index from Beike (2019-23)

Regulators may have to intervene as soon as in 2H24. Based
on Basel Ill requirements, the minimum CET1/CAR including
additional capital buffers should be >7.5%/10.5% for banks,
and one must build the capital ratio back to the required
level or risk being taken over or shut down by regulators. As
such, we benchmark CET1 at 7.5% as the threshold to
trigger systematic risk.

With reference to 3Q23 data from Chinese banks, we
estimate their CET1 ratio may start to fall below the 7.5%
threshold if >Rmb5trn of mortgage loans (or c.13% of
outstanding amount as at 3Q23) enter into default, under
the assumption of 1) 150% minimum coverage ratio; and 2)
average mortgage rate of 4.2% (current 5yr LPR). This would
translate to ¢.20% decline in secondary market prices based
on our analysis, or to put it into perspective all mortgages
entailed with properties sold after 402020 goes underwater
and are provisioned. Assuming a declining magnitude
similar to that witnessed in Oct-23 (-1.4% m-o-m per 25 city
average price index from Beike), secondary home prices
may potentially reach a point for regulator intervention as
soon as 2H24.
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Maximum tolerable amount of mortgage default
before China banks’ CET1 ratio falls below the 7.5%
threshold

25-city average secondary home price index by Beike

Scenario analysis on outstanding mortgage

Current banking situation (3Q23)

Risk-weighted assets Rmb bn 210,754
CET 1 capital Rmb bn 21,670
CET 1 ratio % 10.28%
Rmb bn 3,225
Rmb bn 6,703
Rmb bn 38600

Non-performing loan (NPL)
NPL impairment

Total outstanding mortgage

For CET 1 ratio to drop below 7.5%
Rmb bn 8,238
Rmb bn 5013

Required non-performing loan
Amount of mortgage required to become non-performing

% of existing mortgage % 13%

% of secondary ASP decline required from current

20%
level for 13% mortgage to become underwater

Source: PBOGC, DBS HK

% of mortgages to go underwater upon further
decline in secondary market prices

(% of default existing mortgage)
45% -
40% -
35% -+
30% -
25% -
20% -
15% -+
10% -
5% -
0% -
15% 16% 17% 18% 19% 20% 21% 22% 23% 24%

(% of price decline)

Systemic risk -
banking sector's CET 1
ratio fall below 7.5%

Source: PBOGC, DBS HK

(rebased 100 in Nov-18)
110 -+

105 A
100 A
95 -
90~

85 A

80 L I e o o o e e ) L N S N R L

OO OOOOO T s s —ONNONONANONM NN ONM
T T QOO NN ANONON NI NN NN NN

O CbOHVOS ConHVOS C oo V.0 S C b
vgposs¥ogaessNogaessS¥ogessSY oSSy
AP<220AP<E2oat<220Al<220A <220

Source: Beike Research, DBS HK
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Likely to see another year of contraction in the

physical market Land market participation by developer type
Sizeable inventory build-up to offset supply shortfall from 100% -
subdued new starts and muted land market. The land 90% 16% 20%
market and GFA new starts had continued to extend their 80% A
weakness in 2023 as the physical market fell further and 20%
developers faced escalated liquidity pressure. Land 60%
acquisition for the top 100 developers fell by another 6.2% 50%
y-0-y in land premium and 2.6% in GFA, while national 409
. . . 0
residential GFA new starts also tumbled 21.5% in 11M23. 300
With this in mind, new project launches will likely witness yet ’
L 20%
another year of decline in 2024.
10%
Y-0-y growth in residential GFA new starts and real 0%
estate investment 2022 2023
mSOE Mixed LGRV POE
(Y-0-Y %)
0h -
100% Source: CREIS, DBS HK
80% -
60% -
40% ~ Having said that, we do not foresee risks of undersupply in
20% 4 2024 as the shortfall from new project launches will likely be
0% offset by existing inventories in the market. According to the
-20% + CRIC database, average inventory level in 80 Tier 1-3 cities
-40% stood at a historical high of .24 months in Nov-23. The
-60% - national inventory level (accumulated new starts — GFA sold)
A OO OO O O O «— «— — N N N N0 N ™M
T g g gag g stood at 2.1bn sm as at Nov-23 or ¢.2.1 years of property
© =2 8 © 2 5 © 2 5 © 2 8 o 2 5 [
STz "z " z="z3= "=z sales.
GFAnewstart ~ ———RE investments Average inventory levels in 80 Tier 1-3 cities
Source: NBS, DBS HK (Months)
35 - 329
Land premium spent and GFA acquired by top 100 30 24.1
developers 25
20
100,000 - 15 W8.1
90,000 10
80,000 A 5
70,000 - o +o-rr——
60,000 - R N T N N N ENENINE N
50000 - SEs sl srRisThss suld s
' Y=220s228=s220=3228=s2 2822
40,000 4
30,000 - 16,503 13,719 Tier 1 Tier 2
20'000 i 1 5,486 13,358 Tier3 — eeeeeenes AVerage
10,000 - “
0 A , Source: CREIS, DBS HK
Land premium GFA acquired
(Rmb 000mn) (000 sm)

w2017 m2018 m2019 = 2020 2021 m2022 IZOZ3|

Source: CREIS, DBS HK
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National inventory level (10-yr accumulated
residential GFA new start - GFA sold)

(no. of years)

(msm)
3.0 - 1 3,500
2.5 A 4 3,000
50 - 4 2,500
4{ 2,000
1.5 -
- 1,500
1.0 1 1 1,000
0.5 1 4 500
0.0 7T+t 1T+ +T 71— O
O ANMNSTNWONNOOINO — — NN M
LT LS I T T T T aggaad
S535ht3°tc33tc33c5337533%®3
TSz z sz sz sz sz =2

Inventory (RHS) = |nventory cycle (LHS) |

Source: NBS, DBS HK

Subdued sentiment and significance of inventory on
saleable resources are putting pressure on sell-through
rates. On one hand, sentiment will likely skew on the
conservative side before home price expectations recover
and concrete signs of stabilisation are seen on the
macroeconomic front. More supply-side easing should be
en-route, but we believe these will mostly be piecemeal and
insufficient to improve homebuyer expectations (see link for
our observation of policy easing impact in Xiamen).

Homebuyer survey on home price expectations (Nov-
23)

50%
40%
40% 35% 34%  32% 33000 0
o 39%300 _ 30%
30% 6%
21%
20%
%0y 199
0
10% f)5/0150/(”40/
12% %12%, g, 2%13% 129104
0 0
N N N O N MmO MmO 0N MO MO N 0N M M
DEANEN SRS B B BN B B S S
5> LV C O % Y > Cc 5 oo B o=
c28=s¢9282823=2832

% of respondents expect price to rise
% of respondents expect price to drop

Source: CREIS, DBS HK

On another, the level of existing inventory resources will
likely remain high in 2024. Extrapolated from residential
sales and land acquisition data in 58 cities from the CRIC
database, we estimate that developers had reduced
launches of new projects in 2023, and the trend may
continue in 2024 with developers likely to retain their
cautious view over project new starts and launches before
the physical market show signs of a rebound.

Estimated legacy landbank utilised and launched in
FY18-24F

60% -
48% 46%

50% - 44% Y 4%
40% -

30% -
4%
0% 2%
20% -

10% -

O% T T T T T
2018 2019 2020 2021

2022 2023 2024F

Source: CRIC, DBS HK

With these in play, we expect sell-through rates to remain
pressured at close to or slightly below that in 2023, whereas
contribution of new project launches will likely hold largely
steady in 2024.

Average weekly new launch sell-through rate for 11
key Tier 1 and 2 cities

25,000 r 100%
20,000 2022:48% - 80%
15,000

10,000

5,000

0%

o
TW21 = e

12W21
22W21
32W21
10W22
20wW22
30W22
40W22
50W22

8W23
1 8W23

- 60%
U - 40%
- 20%
— I
o~ o
= =
N %
v

38W23 ——

52W21
48W23

. Total units launched (LHS)
Avg sell thru rate (RHS)

Source: CREIS, DBS HK
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Surging listings and increasingly attractive pricing in the
secondary market may also divert some homebuyer
interest. The secondary market has been more vibrant in
2023, led by a combination of 1) larger secondary listings; 2)
more attractive secondary prices; and 3) unresolved
concerns over project delivery in the primary market.
According to data from MOHURD, national property
transaction volume from the secondary market was at a
record high at 37.7% in 11M23, with over seven provinces
and municipalities recording higher secondary market
volumes versus the new home market. Looking into 2024,
we believe the trend is here to stay, and some home
purchase demand may be diverted from the new home
market towards the existing home market.

National primary and secondary transaction volume
proportion
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Source: MOHURD, DBS HK

Changes in primary and secondary home price index
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Residential GFA sales growth to range between -5% to-109%.
All things considered, our sensitivity analysis — premised on
a plausible range of sell-through rates and new saleable
resources expectations - suggests that residential GFA sales
growth in 2024 may range between -5% to -10%. Faster-
than-expected recovery in China's macroeconomic outlook,
landing of meaningful fiscal policy stimulus (both towards
the macroeconomy or that directed to the property sector
in form of urban village redevelopment and/or affordable
housing) may move the needle towards the bottom right
section of the table.

Scenario analysis on 2024 residential GFA sales
growth

New launch as % of existing landbank
19% 20% 27% 22% 23% 24% 25% 26% 27%
-23%  -22% -20% -18% -16% -14% -12% -10% -9%
-22%  -20% -18% -16% -14% -12% -10% -8%  -6%
-20% -18% -16% -14% -12% -10% -8% -6%  -4%
-18%  -16% -14% -12% -10% -8% -6% -4% -2%
-16%  -14% -12% -10%  -8%  -6%  -4% 2% 0%
-15%  -12% -10% -8% 6% 4% 2% 0% 2%
S13%F -11% 9% 6% -4%  -2% 0% 2% 4%
1% 9% 7% 4% -2% 0% 2% 4% 6%
9%F 7% 5% 3% 0% 2% 4% 6% 8%
7% 5% 3% 1% 2% 4% 6% 8% 11%
6% 3% 1% 1% 4% 6% 8% 10% 13%
-4%  -2% 1% 3% 5% 8% 10% 12% 15%
-2% 0% 3% 5% 7% 10% 12% 15% 17%
0% 2% 5% 7% 9% 12% 14%  17% 19%
2% 4% 6% 9% 11% 14% 16% 19% 21%
3% 6% 8% 11% 13% 16% 18% 21% 23%
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Three key development trends in the sector for 2024

1) Ongoing market share consolidation - the trend for SOE

developers to further consolidate market share will likely
stay given 1) higher flexibility in project launch with their
superior liquidity profiles and abundant saleable resources;
and 2) increasingly evident reputation advantage as project
delivery risks linger. Value hunting opportunities may
emerge amid share price volatility and current weak market
sentiment. Our preferred names to watch include CR Land
(1109 HK), COLI (688 HK) and Yuexiu (123 HK).

SOE and POEs’ market share among Top 100
developers’ presales
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Source: CRIC, DBS HK

Land acquisition by developer type in 2023
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2) External property agents to assume an increasingly
important role in the property market. On one hand,
developers are placing greater reliance on property agents
for customer acquisition and sales conversion amid weak
market sentiment. On another, the existing home market
has become increasingly vibrant with existing homeowners
looking to unload excess property holdings and/or opt to
upgrade their homes. We believe both trends will likely stay
in 2024, with property agents likely to assume a more
important role in property transactions. Our preferred
name to ride on this trend would be KE Holdings (2423
HK/BEKE US).

No. of secondary listing and transaction in 12 cities
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1,200 1 L 100,000
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RHS)

Source: Sanliudata, WIND, DBS HK
Note: 12 cities include Beijing, Shenzhen, Hangzhou, Nanjing, Wuxi,
Chengdu, Xiamen, Nanning, Qingdao, Suzhou, Dongguan, Foshan

3) Acceleration of urban village redevelopment & affordable
housing. The “Three Major Projects” - inclusive of urban
village redevelopment, affordable housing and public
facilities for normal & emergency use - has become a
frequently mentioned concept in high-level meetings since
their introduction last year. While the initiative remains in
preliminary stage thus far with limited details, we believe
there will likely be more clarity as actions on this front
progress in 2024. The advancement of the initiative will likely
benefit project management companies as local
governments may not have the expertise to manage the
development stage of these projects. A stock to watch
would be Greentown Management (9979 HK).
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Investment and stock recommendations

In our base case, we expect near-term policies to remain
supply-side centric such as further easing in specific Tier 1
and 2 cities. Some form of fiscal support, likely in the
direction of the “Three Major Projects”, will also gradually
come along but likely to be at a reserved and controlled
manner. Homebuyer confidence and thus the physical
market may remain challenged with both income
uncertainty and price expectations unlikely to recover in the
short term. Developers' (especially POEs) operating
cashflows may stay suppressed and the sector’s overall
liquidity situation may continue to face headwinds. Some
support could be offered by the regulators, but the
magnitude will likely be piecemeal with only a handful few
(such as Vanke (2202 HK), Longfor (960 HK)) to slightly
benefit.

With the above in mind, we expect the sector’s share prices
to trade sideways in the near-term. Investor sentiment on
the sector may remain weak with trades mostly short-term
oriented. Share price volatility is expected to stay high along
with relatively thin trading volume and policy noise. Our
sector pick for now is KE Holdings (2423 HK/BEKE US). The
company is well positioned to capture any potential pick up
in property transaction volume (both primary and

Recent earnings revisions on developers covered by DBS

secondary markets) aided by further city-specific policy
easing. Value-hunting opportunities may also emerge on
quality SOE names - who are currently trading at close to
their respective Oct-22 lows at 4.4-6.0x FY24F PE even after
factoring in our recent 15-16% earnings cut in reflection of
our latest physical market outlook. Our preferred names are
CR Land (1109 HK), COLI (688 HK) and Yuexiu (123 HK).

At the time when systemic risk draws nearer and regulators
are forced to step in with more proactive and meaningful
fiscal stimulus (potentially in 2H24, be it via the “Three Major
Project” or other non-property related channels) we believe
the market will react positively. This should ignite some
valuation recovery on heavily sold quality POE names like
Longfor (960 HK) and Vanke (2202 HK), as well as some
speculative trades on better-shaped distressed names like
Sunac China (1918 HK) and Country Garden (2007 HK).
Having said that, KE Holdings will likely remain the ultimate
beneficiary as it is able to ride on a potentially more vibrant
primary and secondary home market led by an improving
economy and income outlook. Greentown management
(9979 HK) may also stand as a potential beneficiary if there
are fiscal measures targeted towards the “Three Major
Projects”.

Ticker Name 2023F earnings

2024F earnings

2025F earnings

2023-25F earnings revision

DBSe Mkt cons diff DBSe Mkt cons diff DBSe Mkt cons diff 2023F 2024F 2025F
1109 HK  CR Land 27368 29014  -6% 28133 31548  -11% | 29536 34,737  -15% -2% -4% -8%
960 HK  Longfor 13109 20561  -36% | 14,053 20670 -32% | 15259 22836  -33% -39% -35% -32%
688 HK  COLI 21,611 24,459 -12% 22,584 26519 -15% 23,760 29,505 -19% -14% -14% -15%
123 HK  Yuexiu 4,064 4,359 -7% 4,061 4,923 -18% 4179 5,620 -26% -6% -8% -10%
Average -15% -19% -23% -15% -15% -16%

Source: Bloomberg Finance L.P., DBS HK

In our bear case scenario (a Japan-like case, with regulators
failing to timely respond with appropriate fiscal measures
when needed, thus allowing systemic risk to emerge in the
economy), de-risking of the property sector may continue
and more developers may head into bond extensions/
defaults, with economic and income outlook to remain
weak. The primary market may contract at a larger than
expected magnitude with the sector downturn to linger,
while the secondary market - though ASPs could record

sizeable declines - may remain active as homeowners look
to liquidate their assets for cash.

As such, we believe property and the sector’s related
counters may remain unfavourable to investors. KE Holdings
is our conservative pick, as the counter should still be able
to outperform developers and other property-related peers
given its ability to capture the likely vibrant secondary
market with a relatively lower risk profile.
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Valuation comparison

9-Jan

Price
Company Name Code HK$
Large cap
China Overseas* 688 HK 12.66
CR Land* 1109 HK  25.85
China Vanke 'H'* 2202 HK  6.56
Country Garden* 2007 HK  0.73
Longfor* 960 HK  11.04
Average
Mid cap
China Jinmao Hidgs* 817HK  0.72
Seazen 1030 HK  1.09
Shenzhen Inv 604 HK  1.14
Yuexiu Property* 123HK 545
Average
Small cap
China Merchants Land 978 HK  0.31
COGO* 81HK 232
Greenland 337HK  0.29
Greentown 3900 HK  7.23
Hopson Dev 754HK  3.90
Joy City 207 HK  0.21
Minmetals Land 230HK  0.29
Poly (Hong Kong) TM9HK  1.51
Road King 1098 HK  1.44
Shui On Land 272 HK 073
Yanlord Land*» YLLGSP  0.51
Average#

Average (Overall)#

A Denominated in SGD for price

3-mth
daily

Mkt trading 12-m
Cap value Recom target
US$bn US$m HK$
17.7 26.6 BUY 18.20
23.6 33.0 BUY 40.60
15.3 224 BUY 12.60
2.6 29.2  SELL 055
9.3 259  BUY 18.00
1.2 44 HOLD  3.00
1.0 4.4 NR na.
13 0.3 NR n.a.
2.8 7.5 BUY 7.52
0.2 0.0 NR n.a.
1.1 1.4 BUY 3.70
0.1 0.0 NR na.
23 7.7 NR n.a.
1.9 0.5 NR n.a.
0.4 0.1 NR n.a.
0.1 0.0 NR n.a.
0.7 0.5 NR na.
0.1 0.0 NR n.a
0.7 0.6 NR n.a.
0.7 0.7 BUY 0.89

EPS gth
23F  24F
% %
(12) 5
1 3
9) (5)
(400) n.a.
(42) 7
(16.4) 1.8
12 (6)
532 19
39 14
(26) (0)
110.4 5.8
n.a. n.a.
amn (8)
n.a. n.a.
78 16
n.a. n.a.
n.a. n.a.
n.a. n.a.
71 (4)
n.a. n.a.
n.a. n.a.
10 (20)
36.9 (4.1)
17.1 1.7

~ Simple average discount to NAV, Market cap weighted average NAV = 71%

# Exclude outliners ~~Gross Gearing

MFY23: FY24; Fy24: FY25

Source: Thomson Reuters, *DBS HK

PE
23F
X

5.9
6.2
3.9
n.a.
4.7
4.9

3.8
3.7
3.5
5.0
3.3

na.
2.8
na.
3.6
n.a.
na.
n.a.
3.5
na.
na.
2.3

3.1

3.8

PE
24F
X

5.6
6.0
4.1
n.a.
4.4
4.8

4.1
3.1
3.1
5.0
3.1

na.
3.0
n.a.
3.1
na.
na.
na.
3.7
na.
na.

3.2
3.7

Yield
23F
%

5.1
6.0
9.1
0.0
6.4
7.2

1.1
0.0
1.4
8.0
6.1

Yield
24F
%

53
6.2
8.6
0.0
6.9

1.5

12.3
8.0

na.
7.4

na.
9.6

n.a.
na.
na.
6.6

na.
na.
na.

5.9

ROE
23F

5.9
10.4
7.3
(31.9)

Net

ROE Gearing P/Bk P/Bk

24F
%

59
10.0

6.6
(4.8)

9.0
8.5

3.7
4.8
7.9
6.7
6.4

FY22
%

42.9
39.5
441
533
65.9
49.8

69.2
59.1

77.8
62.7
70.1

70.0
72.0
55.4
83.5
79.4
82.6
94.5
135.0
163.1
61.7
73.2
89.1

75.7

23F
X

03
0.6
03
0.1
0.4
0.4

0.2
0.1

0.2
03
0.2

na.
0.2
0.1
0.4
0.2
na.
na.
0.2
na.
na.
0.1

0.2

0.2

24F
X

0.3
0.6
0.3
0.1
0.4
0.4

0.2
0.1

0.2
0.3
0.2

n.a.
0.2
n.a.
0.4
n.a.
n.a.
n.a.
0.1
n.a.
n.a.
0.1

0.2

0.2

Disc/
NAV (Prem)
to NAV
HK$ %
51.5 75.4
589  56.1
22.1 703
132 945
575  80.8
46.2  69.1
9.0 92.0
n.a. n.a.
n.a. n.a.
329 834
89.7
n.a. n.a.
16.8 86.2
n.a. n.a.
n.a. na.
n.a. n.a.
n.a. n.a.
n.a. na.
n.a. n.a.
n.a. n.a.
n.a. n.a.
33 84.6
88.2
82.8
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DBS HK recommendations are based on an Absolute Total Return* Rating system, defined as follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total return, i.e., >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame)

*Share price appreciation + dividends

Completed Date: 10 Jan 2024 17:22:45 (HKT)
Dissemination Date: 10 Jan 2024 18:23:17 (HKT)

Sources for all charts and tables are DBS HK unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER

This report is prepared by DBS Bank (Hong Kong) Limited (“DBS HK"). This report is solely intended for the clients of DBS Bank Ltd., DBS HK,
DBS Vickers (Hong Kong) Limited (“DBSV HK"), and DBS Vickers Securities (Singapore) Pte Ltd. (“DBSVS"), its respective connected and
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any
means or (i) redistributed without the prior written consent of DBS HK.

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to
DBS Bank Ltd., DBS HK, DBSV HK, DBSVS, its respective connected and associated corporations, affiliates and their respective directors,
officers, employees and agents (collectively, the “DBS Group”) have not conducted due diligence on any of the companies, verified any
information or sources or taken into account any other factors which we may consider to be relevant or appropriate in preparing the
research. Accordingly, we do not make any representation or warranty as to the accuracy, completeness or correctness of the research set
out in this report. Opinions expressed are subject to change without notice. This research is prepared for general circulation. Any
recommendation contained in this document does not have regard to the specific investment objectives, financial situation and the
particular needs of any specific addressee. This document is for the information of addressees only and is not to be taken in substitution for
the exercise of judgement by addressees, who should obtain separate independent legal or financial advice. The DBS Group accepts no
liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising from any use of and/or
reliance upon this document and/or further communication given in relation to this document. This document is not to be construed as an
offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons associated with any of
them may from time to time have interests in the securities mentioned in this document. The DBS Group, may have positions in, and may
effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and other banking
services for these companies.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and
there can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or
risk assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete
or condensed, it may not contain all material information concerning the company (or companies) referred to in this report and the DBS
Group is under no obligation to update the information in this report.

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no
planned schedule or frequency for updating research publication relating to any issuer.

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates

and assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the

estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary

significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments

described herein IS NOT TO BE RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with

the aforesaid entities), that:

(@)  such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and

(b)  thereis any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings
or risk assessments stated therein.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.
Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies)
mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating
to the commodity referred to in this report.

DBS Vickers Securities (USA) Inc ("DBSVUSA"), a US-registered broker-dealer, does not have its own investment banking or research

department, has not participated in any public offering of securities as a manager or co-manager or in any other investment banking
transaction in the past twelve months and does not engage in market-making.
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ANALYST CERTIFICATION

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the
companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of
his/her compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The
research analyst (s) primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate’ does
not serve as an officer of the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the
management company of the real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the
entity who is responsible for the management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for
the content of this research report or his associate does not have financial interests? in relation to an issuer or a new listing applicant that
the analyst reviews. DBS Group has procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in
connection with the production of research reports. The research analyst(s) responsible for this report operates as part of a separate and
independent team to the investment banking function of the DBS Group and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of DBS Group's
compensation to any specific investment banking function of the DBS Group.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES

1. DBS Bank Ltd, DBS HK, DBSVS or their subsidiaries and/or other affiliates have proprietary positions in China Overseas Land &
Investment Ltd (688 HK), China Resources Land Ltd (1109 HK), China Vanke Co Ltd (2202 HK), Country Garden Holdings Co Ltd
(2007 HK) and Longfor Group Holdings Ltd (960 HK) recommended in this report as of 05 Jan 2024.

DBS Bank Ltd, DBS HK, DBSVS or their subsidiaries and/or other affiliates have a proprietary position in Yanlord Land Group
Limited (YLLG SP) recommended in this report as of 29 Dec 2023.

2. DBS Bank Ltd, DBS HK, DBSVS, DBS Vickers Securities (USA) Inc (“DBSVUSA"), or their subsidiaries and/or other affiliates
beneficially own a total of 1% or more of any class of common equity securities of Citigroup Incorporated (C US) as of 29 Dec
2023.

3. DBS Bank Ltd, DBS HK, DBSVS, DBSVUSA, their subsidiaries and/or other affiliates beneficially own a total of 5% or more of any
class of common equity securities of Citigroup Incorporated (C US) as of 29 Dec 2023.

" An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (i) the trustee of a trust
of which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another
person accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an
issuer or a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or
analysis. This term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme
other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer
or a new listing applicant.
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4.  Compensation for investment banking services:
DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA have received compensation, within the past
12 months for investment banking services from China Overseas Land & Investment Ltd (688 HK) and Yuexiu Property Co Ltd
(123 HK) as of 31 Dec 2023.

DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA, within the next 3 months, will receive or
intend to seek compensation for investment banking services from Citigroup Incorporated (C US) as of 31 Dec 2023.

5. DBSBank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA have managed or co-managed a public
offering of securities for China Overseas Land & Investment Ltd (688 HK) and Yuexiu Property Co Ltd (123 HK) in the past 12
months, as of 31 Dec 2023.

DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of
securities as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US
persons wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect a
transaction in any security discussed in this document should contact DBSVUSA exclusively.

6.  Disclosure of previous investment recommendation produced:
DBS Bank Ltd, DBSVS, DBS HK, their subsidiaries and/or other affiliates of DBSVUSA may have published other investment
recommendations in respect of the same securities / instruments recommended in this research report during the preceding 12
months. Please contact the primary analyst listed on page 1 of this report to view previous investment recommendations
published by DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA in the preceding 12 months.
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RESTRICTIONS ON DISTRIBUTION

General

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident
of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use
would be contrary to law or regulation.

Australia

This report is being distributed in Australia by DBS Bank Ltd, DBSVS or DBSV HK. DBS Bank Ltd holds Australian
Financial Services Licence no. 475946.

DBS Bank Ltd, DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services
Licence under the Corporation Act 2001 (“CA”") in respect of financial services provided to the recipients. Both DBS
Bank Ltd and DBSVS are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK
is regulated by the Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from
Australian laws.

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA.

Hong Kong

This report is being distributed in Hong Kong by DBS Bank Ltd, DBS Bank (Hong Kong) Limited and DBS Vickers (Hong
Kong) Limited, all of which are registered with or licensed by the Hong Kong Securities and Futures Commission to
carry out the regulated activity of advising on securities. DBS Bank Ltd., Hong Kong Branch is a limited liability company
incorporated in Singapore.

For any query regarding the materials herein, please contact Dennis Lam (Reg No. AH 8290) at dbsvhk@dbs.com.

Indonesia

This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.

Malaysia

This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received
from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection
with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report
are advised that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their
respective connected and associated corporations, affiliates, their directors, officers, employees, agents and parties
related or associated with any of them may have positions in, and may effect transactions in the securities mentioned
herein and may also perform or seek to perform broking, investment banking/corporate advisory and other services
for the subject companies. They may also have received compensation and/or seek to obtain compensation for
broking, investment banking/corporate advisory and other services from the subject companies.
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Wong Ming Tek, Executive Director, ADBSR

Singapore

This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn
No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated
by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its
respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation
32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an
Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the
contents of the report to such persons only to the extent required by law. Singapore recipients should contact DBS
Bank Ltd at 6878 8888 for matters arising from, or in connection with the report.

Thailand

This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.

For any query regarding the materials herein, please contact [Chanpen Sirithanarattanakul] at [research@th.dbs.com]

United
Kingdom

This report is produced by DBS HK which is regulated by the Hong Kong Monetary Authority

This report is disseminated in the United Kingdom by DBS Bank Ltd, London Branch (“DBS UK"). DBS Bank Ltd is
regulated by the Monetary Authority of Singapore. DBS UK is authorised by the Prudential Regulation Authority and is
subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority.
Details about the extent of our regulation by the Prudential Regulation Authority are available from us on request.

In respect of the United Kingdom, this report is solely intended for the clients of DBS UK, its respective connected and
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated
in any form or by any means or (i) redistributed without the prior written consent of DBS UK. This communication is
directed at persons having professional experience in matters relating to investments. Any investment activity
following from this communication will only be engaged in with such persons. Persons who do not have professional
experience in matters relating to investments should not rely on this communication.
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Dubai This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA
International Rulebook Conduct of Business Module (the "COB Module"), and should not be relied upon or acted on by any person
Financial which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules.
Centre

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the
"DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" ("DBS DIFC"), registered with the DIFC Registrar of
Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5,
PO Box 506538, DIFC, Dubai, United Arab Emirates.

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number FO00164.
For more information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page.

Where this communication contains a research report, this research report is prepared by the entity referred to
therein, which may be DBS Bank Ltd or a third party, and is provided to you by DBS DIFC. The research report has not
been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding that,
whilst the information contained within is believed to be reliable, the information has not been independently verified
by DBS DIFC.

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as defined
under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an "Offer of a Unit of a Fund" as defined under Article
19(2) of the Collective Investment Law (DIFC Law No.2 of 2010).

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in
connection with this investment and it is not subject to any form of regulation or approval by the DFSA. Accordingly,
the DFSA has not approved this communication or any other associated documents in connection with this investment
nor taken any steps to verify the information set out in this communication or any associated documents, and has no
responsibility for them. The DFSA has not assessed the suitability of any investments to which the communication
relates and, in respect of any Islamic investments (or other investments identified to be Shari'a compliant), neither we
nor the DFSA has determined whether they are Shari'a compliant in any way.

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale.
Prospective purchasers should conduct their own due diligence on any investments. If you do not understand the
contents of this document you should consult an authorised financial adviser.

United States

This report was prepared by DBS HK. DBSVUSA did not participate in its preparation. The research analyst(s) named
on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. The
research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a
subject company, public appearances and trading securities held by a research analyst. This report is being distributed
in the United States by DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to
Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified
persons as DBSVUSA may authorize. Any U.S. person receiving this report who wishes to effect transactions in any
securities referred to herein should contact DBSVUSA directly and not its affiliate.

Other
jurisdictions

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

DBS Bank (Hong Kong) Limited
13" Floor One Island East, 18 Westlands Road, Quarry Bay, Hong Kong
Tel: (852) 3668-4181, Fax: (852) 2521-1812
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DBS Regional Research Offices

HONG KONG

DBS Bank (Hong Kong) Ltd
Contact: Dennis Lam

13th Floor One Island East,

18 Westlands Road, Quarry Bay, Hong Kong

Tel: 852 3668 4181
Fax: 852 2521 1812
e-mail: dbsvhk@dbs.com

THAILAND

DBS Vickers Securities (Thailand) Co Ltd

Contact: Chanpen Sirithanarattanakul
989 Siam Piwat Tower Building,

9th, 14th-15th Floor

Rama 1 Road, Pathumwan,

Bangkok Thailand 10330

Tel. 66 2 857 7831

Fax: 66 2 658 1269

e-mail: research@th.dbs.com
Company Regn. No 0105539127012

Securities and Exchange Commission, Thailand

SINGAPORE

DBS Bank Ltd

Contact: Andy Sim

12 Marina Boulevard,

Marina Bay Financial Centre Tower 3
Singapore 018982

Tel: 65 6878 8888

e-mail: groupresearch@dbs.com
Company Regn. No. 196800306E

INDONESIA

PT DBS Vickers Sekuritas (Indonesia)
Contact: Maynard Priajaya Arif

DBS Bank Tower

Ciputra World 1, 32/F

JI. Prof. Dr. Satrio Kav. 3-5

Jakarta 12940, Indonesia

Tel: 62 21 3003 4900

Fax: 6221 3003 4943

e-mail: indonesiaresearch@dbs.com
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