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CHINA MERCHANTS SECURITIES (HK Sector Com me nt

Neutral

China Property Sector

(Previous: Overweight)

Turning cautious. Waiting for a better entry point

We downgrade the sector to NEUTRAL as we think the recent

. China Merchants Securities (HK
rebound is largely done: (HK)

Duan Feiqin

1) Impact of the Everbright trading mishap: The Shanghai Composite +86-755-82904571
Index soared suddenly at around 11:04 on August 16. Several duanfg@cmschina.com.cn
large-cap blue chips surged by the 10 percent daily limit. The
abnormal fluctuation also triggered heavy program trading on the

futures market. The Shanghai Composite Index reversed in the 20 Aug 2013

afternoon and closed at 2068.45, down 13.43 points or 0.64% from

the prior day. The long positions held by investors chasing HSI Index 22463.70
performance will pose selling pressure in the future. This will also HSCEI Index 10220.20

hinder any further rally in the HK listed property stocks
2) Some companies reported sharp deterioration in gross profit margin.
Gross margin of six sizeable Chinese property companies averaged
32.3% in the first half of this year, lower than the 35.6% at the end of Sector performance

last year and 40.1% in the same period last year. Agile Property and % 1m  e6m 12
Longfor Properties reported bigger declines than the industry
Absolute return 8 -8 10
average.
3) Itis hard to see remarkable property sales in August due to the high Relativereturn 3~ -3 3
base last year. Note that gross floor area sales were already
recovering August last year, growing +13.2% YoY to 7,910 sg-meter. 6% ——HSCIPC Index

4) Shibor rising: Weighted average of 14-day collateralized repo rate

rose 154 basis points to 5.36% on Monday. At the same time, 20
short-term Shibor rose across the board: Overnight +19.4 bps, 1W + 10
32 bps, 2W +133.3 bps, 1M + 36.5 bps. 0
-10 A .
Stocks recommendations. We think the property market is facing Aug/12 Dec/12 May/13
downward adjustment pressures and we are turning cautious in the
short-term. We suggest investors to wait for a better entry point, and our
preferences remain those with profit growth this year and lower valuations, Source: Bloomberg
such as SUNAC (1918.HK), Greentown China (3900.HK), and those with
core development advantages, despite slightly higher va!uations, such as Related research
COLI (688.HK), CR land (1109.HK), and Longfor Properties (960.HK) 1. Real Estate Industry Investment
Strategy: Expect rebound in July
Financials 2013/6/26

Price 13EPS 14EPS 13P/[E  14P/[E P/B Rating [N GSai b INILSNdl
Strategy (July) — Refinancing signal

Sunac China S.77 1.07 1.26 5.4 46 1.6 Buy lends color to rebound of real estate
Greentown China  15.82 317  3.33 5.0 48 13 Buy stocks  2013/7/10 .
3. Sector rebound to continue after
China Overseas 24.15 2.29 2.30 10.5 10.5 2.1 Buy crisis-A  closer look at property
. companies and Shibor  2013/7/16
Longfor Properties  13.38 150 165 8.9 81 21 Buy entire real estate industry 2013/7/22
Evergrande 3.37 0.77 0.84 4.4 4.0 1.1 Netural

Source: CMS (HK) research estimates. EPS in HK$. P/E and P/B are multiples.
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AL

1) AR “RAKREH” Foh: 8A16H11:04,F BAKR T HH I T "k F
FH K AAL1L045 A4 TR AR A, LIiE180% % %3, % X
35 FwE ) AP BT R B A AR I E KRR E Kb AR S Sk
b, RAFBFIGES T, RHIIR2068.454, BAT—Hh B %
13.43.%., %18 40.64%., 12X 39 EY % KeGM Mk e T AR K R—
ot s TaE,. §TARKRE LG, BN B Z Tk
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2) oAbk, EATHRIAL: 6RK KA AL FH-FHEAE
32.3%, BEFk (35.6%) AELFRH (40.1%) 2 H#K3.4%7.9/
AL, BP g ER (03383) A AMMERESTFHK.

3) BAMERIILEA R & TARTEAFRMARKEIFGRRE. 5N\
A, 2EET4HE@RL7,910.07 FF K, RFHEKIZ 2%, XLHT
EH8H, PEREMETHLEEARE, mAF, & TFrstiseed
%, ¥FHBAMMERILELS, AT L.

4) Shibor #54H A 4% B — 14 XA 47 X & W ek -F 35 A & 3748
5.36%, k% 154 AN & . 5 R B, L&A AT 18] B L 45500 & (Shibor) £
T AEM A A% L, E P AR A EK 19.4 A 5 F 3.403%;7 KA FE
32 ANA B, E 4.092%;14 R HAAF)E Kk 133.3 AN 5, £ 5.156%;1 A
HAA) £ 3K 36.5 N &, £ 4.925%,

Naldfe s BATRMET LA R AEEA T, AMNOERLZTE B Z
CRFHEANE, FAKINLSEORE, HRETEEFRLEF 2013 F
AR, B R LB B 893 = Ak, dedka] P H(1918.HK).
235 P H(3900.HK), MARAR & & REMAARN K Sle e 2H & 8 THS
TR B892 = 4k, deF B &I KK (688.HK). 44 & #(1109.HK),
K (960.HK) .
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