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Summary. CIFl is a fast-growing property developer in China and is aiming
to become a top 10 developer in five years’ time. By doing so, contracted
sales have to maintain a high CAGR of 41.4% to reach RMB300bn by 2021.
The Company will make sure it is on track by continuing to adopt a fast
asset turnover strategy, extensive co-operation and resilience in land bank
replenishment. The recent introduction of Ping An Insurance as a strategic
investor is supportive to CIFI's development. CIFI is now trading at a 50%
discount to the consensus NAV estimate, or 6.9x 2017E consensus PER,
which does not look demanding compared to the sector average and its
above-average profitability (2017E EPS expected to grow 36% YoY).

Company. Founded in 2000, CIFI Holdings (CIFIl) is a Shanghai-based
property developer. The Company has a strong presence in the Yangtze
River Delta with increasing and sizable exposure in the Pan-Bohai Rim and
Central Western area. As at 30 June 2017, CIFI had a land bank with total
and attributable GFA of approximately 22.1m sgq.m. and 12.4m sg.m.,
respectively. According to CRIC, CIFI was ranked the 17th largest property
developer in China in terms of contracted sales amount in 1H2017.

Ping An Life Insurance introduced as strategic shareholder. CIFI was
listed in 2012, with founder Lin Zhong and his family the largest shareholder
(45.56% stake as of Oct 2017). In July 2017, CIFI introduced Ping An as a
strategic investor through two share placements, raising a total of
HK$2.42bn. Ping An subscribed for 545m shares and 135m shares at
HK$3.50/share and HK$3.82/share, respectively, and has held a 9.9% stake
since then, making it the second largest shareholder. Management expects
the real estate arm and financial arm of Ping An to be able to provide
assistance to CIFI.

Contracted sales target: 41.4% CAGR between 2016 to 2021 to reach
RMB300bn. By offering residential properties of small-to-medium unit size,
CIFI has successfully captured the demand of the mass market and has
achieved rapid asset turnover. From 2012 to 2016, contracted sales
(contained sales from JV & associates) grew by a CAGR of 53.5%, reaching
RMB53bn in 2016.

The Company maintained an aggressive sales target in 2017. It was revised
up 23% to RMB80bn during the interim results, implying 50.9% growth over
the previous year's contracted sales. Management has an even more
ambitious target for 2021, with projected contracted sales of RMB300bn.
This would mean the Company is likely to become a top 10 developer in
China in terms of contracted sales volume.

2017 YTD performance on track with signs of earnings improvement.
Despite having an aggressive plan, the Company has so far been able to
execute properly. Aggregate contracted sales in Sept 2017 reached
RMB68.92bn, up 66.8% YoY, while aggregate contracted GFA amounted to
3.89m sg.m, up 69.9% YoY. In Sept 2017 alone, contracted sales grew
48.9% YoY To RMB8.01bn, outperforming its peers even though housing
regulations in key Chinese cities have been tightened.

The 1H2017 earnings were a solid surprise to investors since CIFI first
issued a positive profit alert on 11 Jul 2017. Reported net profit jumped
157% YoY to RMB2,156m, while core net profit also increased 62% YoY to
RMB1,538m. There are two major reasons for solid profit growth exceeding
headline revenue growth of 28.5%: (1) GPM jumped from 27.1% in 1H2016
to 31.6% in 1H2017; and (2) there was much stronger growth in the profit
contribution from JVs, as it soared 361.2% YoY to RMB1,204m.

CIFI Holdings [0884.HK, NOT RATED]
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Market Cap: US$4,134m; Free Float: 33.2%

RMB 2015 2016 2017E 2018E
Revenue (m) 18,231 22,224 28,579 34,453
COGS (m) (14,087) (16,579) (20,652) (25,000)
Gross profit (m) 4,144 5,646 7,927 9,453
Gross margin (%) 23 25 28 27
EBIT (m) 4,036 4,450 6,093 7,359
Net profit (m) 2133 2808 3,817 4,802
Net margin (%) 12 13 13 14
EPS 0.32 042 0.53 0.65
ROE (%) 18.20 20.19 22.12 22.63
Dividend yield (%) 25 4.25 5.19 6.56
PER (x) 11.6 8.4 6.9 5.6
PBR (x) 1.9 15 14 1.2

Source: Bloomberg

Growth momentum sustained by partnerships and active land
replenishment. One of the key distinctive features of CIFI is its
extensive co-operation with other sizable developers, such as
Henderson Land [0012.HK], Greenland Holdings [600606.CH] and
Hongkong Land. This explains the strong profit contribution from JVs.
Notably, CIFI explored the Hong Kong property development market
further through a JV with Wang On Properties [1243.HK] in June
2017. The project company holds a development project in Yau
Tong, Kowloon, and CIFI acquired 50% stake from Wang On for a
consideration of HK$664m.

That said, the focus of CIFl's future development will still be the 28
cities in mainland China in which it has existing business. It has been
active in open market land bidding, despite the increasing difficulty.
Besides establishing JVs, CIFI will explore other channels of land
acquisition, such as MG&A, urban renewal and primary land
development to replenish its land bank. CIFI is also keen to explore
new markets in mainland China; the Company has been closely
monitoring cities with lagging property market performance.

As at 30 Jun 2017, CIFI had a land bank of 22.1m sq.m, sufficient to
provide saleable resources of over RMB120bn for full year 2017.
Management expects its land bank to reach 30m sq.m by the end of
2017, which will be supportive to future development.
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Debt level still well-managed. Although the scale of the Company has been growing aggressively, the debt level of CIFI is still relatively well-
contained compared with that of its peers. As at 30 Jun 2017, its net debt-to-equity ratio reached 59.3%, up from 50.4% as at the end of 2016, but it is
still close to the level at previous year ends (below 60%). The HK$2.42bn raised from the equity offerings to Ping An in Jul 2017 helped moderate the
gearing ratio as well.

On the other hand, the interest rate level for CIFI has been falling thanks to a longer listing history and larger business scale. The weighted average
interest cost fell to 5.0% in 1H2017, which is a significant improvement, since it was as high as 9.2% in December 2013. The improving financing
conditions can partially offset the impact from the rising absolute debt level.

Valuation. According to Capital I1Q, CIFI's NAV median consensus estimate is RMB7.2/share, or HK$8.37/share. The current share price level implies
that CIFI is now trading at close to a 50% discount to the street’'s NAV estimate; the NAV discount level could be 5%-10% higher than that for
companies with a similar market cap.

From another perspective of CIFI's valuation, the Company is also trading at a lower level than the sector average. According to Bloomberg
consensus, CIFI's 2017E PER is close to 7.0x, even though its 2017E ROE could be up to 22.12%, one of the highest in the industry. The 2017E
dividend yield of close to 5.2% is also higher than that of most of its peers.

Risks: (1) Further tightening policies may impact the Company'’s sales strategy and profitability; (2) difficulty in replenishing its land bank may affect
long-term growth and profitability; and (3) an unexpected rise in finance cost.

Figure 1: 2017 Interim Results Review

RMB million 1H 2016 1H 2017 YoY

Revenue 8,744 11,235 28.5%
Cost of sales and services -6,377 -7,680 20.4%
Gross profit 2,367 3,555 50.2%
Other income, gains and losses -128 41 N/A
Change in fair value of investment -66 19 N/A
Selling and marketing expenses -218 -271 24.4%
Administrative expenses -315 -599 90.3%
Share of results of joint ventures 261 1,204 361.2%
Share of results of associates -22 319 N/A
Finance costs -108 -100 -8.0%
Profit before taxation 1,772 4,169 135.3%
Income tax expense -723 -1,561  116.1%
Profit after taxation 1,049 2,608 148.5%
Profit attributable to:

Equity owners of the Company 838 2156 157.2%
Non-controlling interests 211 452  114.2%
Core net profit attributable to equity owners 948 1,538 62.2%
EPS - Basic 0.13 0.32 146.2%
EPS - Diluted 0.13 0.31  138.5%

Sources: Company, CGIS Research
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Figure 2: Contracted Sales by Year Figure 3: 2017 Monthly Contracted Sales
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Figure 4: 1H 2017 Contracted Sales Breakdown

Contracted Sales % Conér::ted % Recognised ASP
(RMB'000) ) (RMB/sq.m.)

By City
Shanghai 8,838,118 19% 267,908 10% 32,989
Suzhou 7,729,589 16% 356,159 14% 21,703
Hangzhou 6,942,639 15% 319,643 12% 21,720
Beijing 4,765,057 10% 180,542 7% 26,393
Chongging 3,395197 7% 361,065 14% 9,403
Hefei 3,356,582 7% 260,146 10% 12,903
Nanjing 2,704,400 6% 93,777 4% 28,839
Tianjin 2,306,920 5% 136,947 5% 16,845
Ningbo 1,831,698 4% 67,955 3% 26,955
Shenyang 1,707,072 4% 161,898 6% 10,544
Changsha 1,264,449 3% 140,450 5% 9,003
Wuhan 1,083,294 2% 52,629 2% 20,584
Jiaxing 729,586 2% 97,949 4% 7,449
Langfang 337,328 1% 50,005 2% 6,746
Zhenjiang 159,265 0% 12,828 1% 12,415
By Tier of Cities
Tier 1 13,603,175  29% 1,476,365 58% 21,873
Tier 2 32,321,840 69% 529,392 21% 17,220
Tier 3 1,226,179 3% 554,144 22% 10,364
By Region
Yangtze River Delta 32,291,877 68% 1,476,365 58% 21,873
Pan Bohai Rim 9,116,377  19% 529,392 21% 17,220
Central Western 5,742,940 12% 554,144 22% 10,364
By Type
Residential 38,972,585 83% 2,296,170 90% 16,973
Office/Commercial 8,178,609 17% 263,731 10% 31,011
Overall 47,151,194 100% 2,559,901 100% 18,419

Sources: Company, CGIS Research




O TERAERE

CHINA GALAXY INTERNATIONAL

Oct 20, 2017

COMPANY UPDATE

CIFI Holdings [0884.HK, HK$4.27, NOT RATED] — A Rising Star in China Property with a Solid Foothold in the Yangtze River Delta
Analyst: Tony Li, CFA (tonyli@chinastock.com.hk; Tel: (852) 3698 6392 )

Figure 5: 1H 2017 Recognized Revenue Breakdown

Recognised revenue from % Z::ia\‘/leer:: % Recognised ASP
sale of properties (RMB'000) e (RMB/sq.m.)

By City
Shanghai 4,470,573 42% 110,366 15% 40,507
Suzhou 1,560,583 15% 131,309 18% 11,885
Zhenjiang 820,011 8% 151,272 21% 5,421
Nanjing 783,081 7% 40,950 6% 19,123
Changsha 757,441 7% 69,359 9% 10,921
Jiaxing 584,058 6% 80,497 11% 7,256
Shenyang 431,953 4% 42,466 6% 10,172
Wuhan 412,318 4% 16,948 2% 24,328
Hefei 245,444 2% 19,318 3% 12,705
Chongging 221,901 2% 34,919 5% 6,355
Hangzhou 189,937 2% 20,350 3% 9,334
Tianjin 78,613 1% 8,653 1% 9,085
Langfang 34,287 0% 3,989 1% 8,595
By Tier of Cities
Tier 1 4,470,573 42% 110,366 15% 40,507
Tier 2 4,681,271 44% 384,272 53% 12,182
Tier 3 1,438,356 14% 235,758 32% 6,101
By Region
Yangtze River Delta 8,653,687 82% 554,062 76% 15,619
Pan Bohai Rim 1,391,660 13% 121,226 17% 11,480
Central Western 544,853 5% 55,108 8% 9,887
By Type
Residential 8,013,108 76% 611,108 84% 13,112
Office/Commercial 2,577,092 24% 119,288 16% 21,604
Overall 10,590,200 100% 730,396 100% 14,499

Sources: Company, CGIS Research

Figure 6: Contracted GFA by Year Figure 7: Contracted ASP by Year
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Figure 8: Net Debt-to-Equity Ratio Figure 9: Weighted Average Interest Cost
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Sources: Company, CGIS Research Sources: Company, CGIS Research

*Note: The ratio treats onshore perpetual instruments as debt. The ratio has not reflected the impact of share placements in Jul 2017 yet

Figure 10: Breakdown of Land Bank (as at 30 June 2017)

Unit: sq.m. Completed Projects Under Development % Attributable to CIFI %
Shanghai 407,233 616,700 1,023,933  4.6% 538,276 7.2%
Beijing 55,033 916,952 971,985 4.4% 359,094 4.8%
Guangzhou 0 143,600 143,600 0.6% 27,284 0.4%
Hangzhou 35,822 1,331,415 1,367,237  6.2% 939,953 12.5%
Suzhou 142,139 1,477,687 1,619,826  7.3% 860,959 11.5%
Hefei 85,497 1,698,684 1,784,181  8.1% 649,658 8.7%
Chongging 669,456 2,078,481 2,747,937 12.4% 1,560,245 20.8%
Tianjin 184,783 734,239 919,022 4.2% 512,422 6.8%
Changsha 197,326 1,150,778 1,348,104 6.1% 743,194 9.9%
Wuxi 0 413,800 413,800 1.9% 248,280 3.3%
Shenyang 110,814 733,450 844,264  3.8% 632,305 8.4%
Others 329,825 3,815,083 4,144,908 18.8% 436,289 5.8%
Carparks 1,775,796 2,995,736 4,771,532 21.6% N/A N/A
Total 3,993,724 18,106,605 22,100,329 100.0% 7,507,959 100.0%
Fully-owned 73 46.5%

Not fully-owned subsidiares 16 10.2%
JV 26 16.6%
Associates 42 26.8%
Total No. of Projects 157 100.0%

Sources: Company, CGIS Research estimates
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Figure 11: Peer Comparison

Ticker Name Price Mkt Cap PIE P/B ROE (%) DivYield(%) NAV
HKD (HKDBil) FYI7E FY18E FYI9E FY16 FYI7E FY18E  FY16 FYI7TE FY6  FYI7E Mkt Est. (HKD) Prem/ Dist

Large-Mid Cap

3333 HK Equity China Evergrande Group 29.20 383.54 1110 942 823 | 321 452 360| 2956  40.38 - 2.72 28.42 2.8%
2202 HK Equity China Vanke Co Ltd 26.25 333.04 938 785 675|218 1.88 163 | 21.87 2115 | 348 438 32.50 -19.2%
688 HK Equity ~ China Overseas Land & Investme 25.30 277.19 775 680 601 | 114 110 098] 1752 1532 | 3.04 345 37.02 -31.7%
2007 HK Equity ~ Country Garden Holdings Co Ltd 12.30 261.91 1386 1005 712 | 284 272 227 | 1854 2114 | 239 237 14.54 -15.4%
1109 HK Equity China Resources Land Ltd 23.90 165.65 876 752 664 | 136 126 112| 1424 1564 | 2.98 3.31 36.99 -35.4%
1918 HK Equity Sunac China Holdings Ltd 37.55 16553 | 42.77 1626 1172 | 532 469 363 | 1743 1126 | 0.78 0.90 30.49 23.1%
960 HK Equity Longfor Properties Co Ltd 18.94 111.68 9.61 788 659 | 148 136 120| 1633 1499 | 249 3.75 30.47 -37.8%
2777 HK Equity ~ Guangzhou R&F Properties Co Lt 18.22 58.71 6.16 517 458 | 114 096 085] 16.00 16.67 6.54 6.75 29.13 -37.4%
813 HK Equity Shimao Property Holdings Ltd 16.98 57.51 6.83 581 505 | 089 083 075| 11.27 1246 | 4.95 5.23 28.06 -39.5%
3383 HK Equity Agile Group Holdings Ltd 11.66 4567 868 735 637 | 109 09 089| 1022 1127 | 3.60 5.00 19.66 -40.7%
3380 HK Equity  Logan Property Holdings Co Ltd 7.98 43.88 887 668 527 | 204 155 133| 3786 1980 | 476 455 13.38 -40.4%
817 HKEquity ~ China Jinmao Holdings Group Lt 3.89 41.53 988 803 637 | 112 1.08 099| 1146 1161 | 2.31 5.27 6.65 -41.5%
3377 HK Equity ~ Sino-Ocean Group Holding Ltd 5.15 38.92 8.31 676 595 | 0.71 070 0.66 [ 11.37 8.66 557 476 9.30 -44.6%
884 HK Equity CIFI Holdings Group Co Ltd 4.27 32.25 690 556 454 | 151 138 1.18| 28.03 2212 | 4.25 5.19 8.37 -49.0%
604 HK Equity Shenzhen Investment Ltd 3.52 28.02 789 6838 598 | 074 075 069| 14.80 9.79 | 483 5.94 8.96 -60.7%
1813 HK Equity KWG Property Holding Ltd 8.04 25.37 590 48 393 | 085 080 071] 1523 1391 | 148 6.41 14.42 -44.2%
410 HK Equity SOHO China Ltd 457 23.76 6357 6059 4215] 055 061 061] 11.93 1.26 - 5.34 7.73 -40.9%
3900 HK Equity ~ Greentow n China Holdings Ltd 9.80 21.22 920 843 784 | 070 068 064 924 6.99 1.40 1.79 17.95 -45.4%
123 HK Equity Yuexiu Property Co Ltd 1.49 18.48 872 748 626 | 050 049 047] 537 554 | 483 475 3.37 -55.7%
754 HK Equity ~ Hopson Development Holdings Lt 8.00 17.80 1231 1159 1143 | 0.31 - - 6.15 - 125 250 NA NA
272 HK Equity Shui On Land Ltd 1.97 15.88 736 778 663 | 035 031 030] 325 4.18 350 281 5.48 -64.0%

Simple Average 13.04 1042 835 | 143 143 1.22| 1561 1421 | 339 415

Sources: Bloomberg, Capital IQ, CGIS Research
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