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Sales Expected to Slow Down in 2018 But Healthy
Fundamentals Remain
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® The National Bureau of Statistics of Chinarecently published key property development and sales data for
the period Jan.-Nov. 2017, as follows:
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Table-1: Key Property Development and Sales Data

Sales Land Area GFA Newly Salable
GFA Sold Investment
Amount Sold Started Areas
(Sg.m. mn) (RMB bn)
(RMB bn) (Sg.m. mn) (Sg.m. mn) (Sg.m. mn)
Accumulated amount 11,548.1 1,465.7 10,038.7 221.6 1,616.8 596.1
YTD YoY (%) 12.7 7.9 7.5 16.3 6.9 -13.7
rn YTD YoY (ppts) 0.1 -0.3 -0.3 3.4 1.3 -0.4
iE o
e Monthly amount /
K 1,249.1 163.1 984.3 31.1 165.5 -6.5
= change
Bt o
. s YoY (%) 13.3 5.3 4.6 43.1 18.8 n.a.
(%]
g MoM (%) 12.7 14.5 -0.6 34.4 17.4 n.a.
?ﬁ > Source: National Bureau of Statistics of China.
=
= ugJ- ® Housing sales growth remained stable with strong investment. During Jan.-Nov. 2017, the YoY increase in

commodity house sales remained stable compared to that during Jan.-Oct. 2017. Land area sold rebounded and
investment maintained strong. In addition, saleable areas extended downside momentum. Subsequently, we see
a healthy property market.

® The marginal tightening up of monetary environment will be the main negative effect on the property
market but we expect possible slight loosening of policy in 2018. Currently, we expect tightening up of
monetary environment alongside gradual rate hikes in the US. Targeted policies will be maintained to promote the
steady and sound development of the property sector. However, we expect that policy is likely to loosen to offset
the negative effects of a tightening monetary environment. Overall, for the policy and monetary environment, the
key note of healthy property market maintenance will not change.

e Company updates: Amongst our coverage, nine companies announced contracted sales in Nov. 2017. During
Jan.-Nov. 2017, contracted sales exhibited a varied range in performance; large developers performed better than
mid-sized to small-sized developers. Country Garden (02007 HK) ranked first in terms of YoY growth (84.6%).
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® We maintain our "Outperform" rating for the property sector. The tightening of policies and monetary
environment has cooled down the property market and we expect a limited slowing down of commaodity housing
sales in 2018. However, housing sales amount remained high in absolute terms. Property sector leaders will
achieve sustainable growth through market share increasing amidst market consolidation. Property developers
with superior cost control ability will perform better than the sector average in the second half of the silver era. Our
top pick is China Overseas (00688 HK), which is expected to re-grasp growth momentum for contracted sales
after 2018 due to sufficient saleable resources. A strong balance sheet and prominent cost control measures
could consolidate profitability. The current target price for China Overseas is HK$31.88, representing a 20%
discount to its 2017E NAV, 8.6x 2017 underlying PER and 1.3x 2017 PBR.
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Figure-1: Cumulative House Sales Amount in China Figure-2: Cumulative House Sales GFA in China
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Source: National Bureau of Statistics of China, Guotai Junan International. ~ Source: National Bureau of Statistics of China, Guotai Junan International.

Figure-3: Land Area Acquisition and GFA Newly Figure-4: GFA under Construction and Salable GFA in
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition
Buy EN Relative Performance >15%; E
or the fundamental outlook of the company or sector is favorable. ;
Accumulate == Relative Performance is 5% to 15%; e
or the fundamental outlook of the company or sector is favorable. 7
[}
Neutral Galis Relative Performance is -5% to 5%; 2
or the fundamental outlook of the company or sector is neutral. -
Reduce VEER Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.
Sell S Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.
Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months
Rating Definition
Outperform SRR T Relative Performance >5%;
or the fundamental outlook of the sector is favorable.
Neutral eE s Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.
Underperform P KT Relative Performance <-5%;
or the fundamental outlook of the sector is unfavorable.
DISCLOSURE OF INTERESTS
(1) Except for SHENZHEN INTERNATIONAL (00152 HK), the Analysts and their associates do not serve as an officer of the issuer
mentioned in this Research Report.
(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.
(3) Except for GUOTAI JUNAN INTERNATIONAL (01788 HK),BINHAI INVESTMENT (02886 HK),GFI MSCI A | (03156 HK),CAM
SCSMALLCAP (03157 HK),LINK HOLDINGS (08237 HK),GFI MSCI A I-R (CNY) (83156 HK), Guotai Junan and its group companies
do not hold equal to or more than 1% of the market capitalization of the issuer mentioned in this Research Report.
(4) Guotai Junan and its group companies have had investment banking relationships with COUNTRY GARDEN (02007 HK) mentioned in a
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This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited ("Guotai Junan™). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or
be contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
subject Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.
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