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Post-Acquisition Integration to be 2H20 Key Catalyst

1H20 results are in-line with our expectations. We believe potential Stock code: 3662.HK

2H20 catalyst will lie in post-acquisition integration of EasyLife and Rating: Buy
Ningbo Hongjian. We have only factored in a 17% GPM for EasyLife in Price target (HK$) 11.18
our earnings forecasts, compared to the 40.1% GPM achieved by Current price (HKS, 14 Aug 2020) 7.80
Aoyuan HealthyLife in 1H20. Reiterate Buy. Upside/downside % 43%

. . ) ) B Market cap (HK$ m) 5,665
Post-M&A integration of EasyLife and Ningbo Hongjian the key to 2H20 Market cap (US$ m) 731
We believe the key potential catalyst to Aoyuan Healthy Life’s (Aoyuan HL) 3M Avg daily turnover (USS m) 10.46

2H20 outlook will be on management’s execution to increase EasyLife’'s Source: Bloomberg, AMTD Equity Research
profitability post-acquisition. We have only factored in a ~17% GPM for
EasyLife in our 2020E estimates, compared to the 40.1% 1H20 GPM Key forecasts

achieved by Aoyuan Healthy Life. We believe that if management can  (RMBm) 2019 2020e  2021e  2022e
. . . L Revenue 901 1694 2359 2927
implement effecFlve co_st control. measures on Eas_,yLlfe_ post-acquisition, there Yoy % 456% 881% 393% 241%
would be potential upside surprise to our net profit estimates. At 18.7x 2020E Gross Profit 337 491 668 840
P/E (industry average: 35.4x 2020E P/E), we believe market is yet to fully yoy % 61.5% 458% 36.1% 25.7%
reflect its earnings growth potential and thus reiterate our Buy Rating. Core NP 178 272 366 459

yoy % 1084% 69.7% 34.6% 25.3%
1H20 results in-line, 41% of our 2020E net profit achieved Gross margin ~ 374% 29.0% 28.3% 28.7%
Aoyuan Healthy Life announced a net profit of RMB111.1m, which represents Netgearing  NetCash NetCash NetCash NetCash
41% of our 2020E estimate. Revenue came in at RMB546.9m, rising 40% ED':,SS g?g 8?573 ggg ggg

YoY, and implies 32% of our 2020E estimate. This is in-line with our BPS 104 145 167 191
expectations, as revenues from EasyLife has not yet been reflected in 1H20  'Source: Company data, AMTD Equity Research
results. GP Margins remained strong at 40.1% (1H19: 39.6%). Core net  Notes: Core NP excludes listing expenses

margins (adjusted for 1H19 one-off listing expenses) came in at 20.3% (1H19:

27.0%), due to lower other income and higher tax expenses recognized. Valuation

2019 2020e 2021e 2022¢
EasyLife and Hongjian M&A transforms Aoyuan HL’s investment profile PIE 269 18.7 13.9 1.1
Aoyuan Healthy Life announced the acquisitions of EasyLife and Ningbo P/BV 5.7 4.8 42 3.7
Hongjian during 1H20, which we believe transforms the investment profile of 32’“ 149 21% 2.9% 3.6%

Aoyuan Healthy Life an.d deserve§ a re-rating. The stock (18.7x 2020E P/E) ROE  335%  286%  323%  353%
has been trading at a discount to industry average (35.4x 2020E P/E) due to ROA 172%  177%  206%  225%
(1) lower proportion of third party projects; (2) Higher commercial property Source: Bloomberg, AMTD Equity Research
related revenues which are impacted by COVID-19; and (3) uncertainty with

the execution capability in Aoyuan’s Healthcare business expansion. We Share price performance

believe all these have changed significantly since acquiring 25.7m sgm of e Share Price

GFA Under Management through EasyLife and Ningbo Hongjian. These '

newly acquired projects diversifies Aoyuan Healthy Life’s portfolio, as they

are mostly third-party projects and also includes government property

management contracts.

Prudent Development of Healthcare and Wellness Service Business :

We believe management has managed their expansion into Healthcare and $3 3553885855883 58353+%
Wellness Service Business prudently, which should ease investors’ Source: Bloomberg

concerns. In the Traditional Chinese Medicine space, company has signed Jacky Chan
referral agreement with Guangzhou Panyu District Hospital and Guangzhou Analyst

+852 3163 3323

Hospital of Traditional Chinese Medicine. .
jacky.chan@amtdgroup.com

Stock trading at attractive valuations of 18.7x 2020E P/E

We believe the stock’s valuations of 18.7x 2020E P/E offers investors an Karen Huang
attractive entry point. We believe market is yet to fully reflect the Associate
transformation in Aoyuan HL’s investment profile through the two M&A +852 3163 3376

karen.huang@amtdgroup.com

announced, and thus has re-rating potential. Our TP of HK$11.18/sh implies
43% upside potential to current share price.

Please contact AMTD Global Markets Limited at (852) 3163 3288 for further product information.
Please read the Important Disclosures and General Disclosures on Pages 5
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Figure 1: Aoyuan Healthy Life 1H20 Results Summary

1HFY20 Results (RMB '000) 1HFY20A FY20E 1H20/20E | 1HFY19A YoY/Chg
Property management services 412,226 1,305,023 32% 287,480 43%
Property management services fee income 233,239 1,006,576 23% 178,822 30%
Major ow ners value-added services 106,203 213,639 50% 77,816 36%
Community value-added services and others 72,784 84,809 86% 30,842 136%
Commercial operational services 134,666 389,150 35% 104,481 29%
Commercial operation and management services 109,308 99,419 110% 75,625 45%
Market positioning and business tenant sourcing services 25,358 289,731 9% 28,856 -12%
Total Revenue 546,892 1,694,173 32% 391,961 40%
Cost of services (327,377) (1,202,881) 27% (236,858) 38%
Gross Profit 219,515 491,292 45% 155,103 42%
Other income 7,550 15,065 50% 20,554 -63%
Impairment losses under expected credit loss model, (3.771) (476) 792% (1,158) 226%
net of reversal
Administrative expenses and other expenses (57,685) (118,592) 49% (45,884) 26%
Selling and distribution expenses (662) (2,871) 23% (1,376) -52%
Listing expenses - - NA (15,920) -100%
Finance costs (5,863) - N/A (293) 1901%
Gain on deemed disposal of subsidiaries 4,496 - NA 4,576 -2%
Share of results of joint ventures (3,718) - N/A - N/A
Share of results of joint ventures (659) - N/A - N/A
Profit before tax 159,203 384,417 41% 115,602 38%
Income tax expense (47,549) (107,637) 44% (25,551) 86%
Profit for the year 111,654 276,780 40% 90,051 24%
Non-controlling interests 579 4,705 12% 110 426%
Attributable net profit 111,075 272,075 41% 89,941 23%
Core attributable NP 111,075 272,075 41% 105,861 5%
Key Ratios
GP Margins 40.1% 29.0% 39.6% 0.6%
Property management services 39.7% 31.6% 37.2% 2.5%
Commercial operational services 41.5% 44.5% 46.1% -4.6%
Core Net Margins 20.3% 16.1% 27.0% -6.7%
1HFY20A FY20E FY1I9A  YoY/Chg
Net Debt to Equity Net cash Net cash Net cash NA
Total Asset to Equity 1.8x 1.6x 1.6x 0.2x

Source: Company data, AMTD Equity Research
Notes: Core attributable Net Profit excludes one-off listing expenses in 1H19
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Impact From Easylife and Ningbo Hongjian

Acquisitions

Figure 2: As of 1H20, third party projects only contributed to
7% of total GFA under management

Figure 3: By End-2020E, we estimate third party projects
would contribute to 60% of total GFA under management

GFA under Management Breakdown As of 1H20
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B The Parent Group and its related parties Third-party property developers

GFA under Management Breakdown As of 2020E

40%
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W The Parent Group and its related parties [ Third-party property developers

Source: Company Data, AMTD Research

Source: Company Data, AMTD Research Estimates

Figure 4: In 2020, we estimate the overall gross margin would
decline to 29.0%...

Figure 5: ...due to the drag of property management
services after EasyLife is consolidated in the report
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Valuation

Figure 6: China Property Management Companies: Peers Valuation comparison
Date 14/8/2020 Share Price Mkt cap P/E P/B Div. yield

Ticker INEWEI(E)] (GLE)] (USD mn) FY19 FY20E FY21E FY19 FY20E FY21E FY19

China Property Management

6098 HK  Country Garden Senices 50.20 17,872 72.8x 54.5x 39.7x 23.0x 17.9x 12.7x 0.3%
3319 HK  A-Living Senices 43.95 7,561 43.5x 30.9x 23.6x 8.6x 7.2x 6.2x 1.2%
6049 HK  Poly PPT Dev 78.50 5,604 58.7x 53.7x 39.2x 7.5x 6.8x 6.1x 0.4%
2869 HK  Greentown Senice 10.16 4,217 54.6x 43.0x 33.0x 9.4x 6.3x 5.7x 0.8%
2669 HK  China Owerseas PH 7.82 3,316 49.3x 37.7x 29.2x 17.3x 12.8x 9.7x 0.6%
1995 HK  Eversunshine 15.12 3,259 94.4x 58.5x 38.1x 18.4x 11.5x 9.5x 0.4%
1755 HK  S-Enjoy Senices 27.25 2,876 72.9x 47.8x 31.9x 22.0x 16.5x 12.4x 0.7%
9909 HK  Powerlong CM 21.55 1,728 44.6x 42.5x 29.2x 7.4x 6.5x 5.7x 0.0%
9983 HK  CC New Life* 10.56 1,696 NA 27.9x 25.6x NA 15.7x 12.5x NA
9928 HK  Times Neighbor 11.90 1,513 66.1x 44.4x 25.9x 11.0x 7.1x 6.0x 0.3%
2606 HK  Languang Justbon 56.00 1,287 16.4x 15.2x 11.5x 4.1x 3.5x 2.9x 2.4%
1778 HK  Colour Life 3.99 749 9.9x 9.5x 8.6x 1.3x 1.2x 1.1x 2.6%
3662 HK  Aoyuan Healthy Life* 7.80 731 26.9x 18.7x 13.9x 5.7x 4.8x 4.2x 1.4%
3316 HK  Binjiang Senices 18.48 659 34.6x 29.0x 22.1x 6.4x NA NA 1.4%
2168 HK  Kaisa Prosperity 32.70 650 25.1x 18.1x 13.1x 6.3x 3.8x 3.2x 1.6%
Total/Average 53,718 47.8x 35.4x 25.6x 10.6x 8.7x 7.0x 1.0%

Source: Bloomberg Estimates, *AMTD Research Estimates for AMTD Coverage Stocks
Note: As of 14th Aug 2020
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IMPORTANT DISCLOSURES

AMTD Investment Ratings

Buy Stock with potential return of over 20% over the next 12 months
Hold Stock with potential return of -20% to +20% over the next 12 months
Sell Stock with potential loss of over 20% over the next 12 months

Analyst Certification

We, Jacky Chan and Karen Huang, hereby certify that (i) all of the views expressed in this research report reflect accurately our
personal views about the subject company or companies and its or their securities; and (ii) no part of our compensation was, is
or will be, directly or indirectly, related to the specific recommendations or views expressed by us in this research report, nor is
it tied to any specific investment banking transactions performed by AMTD Global Markets Limited.

Firm Disclosure

AMTD Global Markets Limited has an investment banking relationship with Aoyuan Healthy Life Corporation and/or its affiliate(s)
within the past 12 months.

AMTD Global Markets Limited
Address: 23/F - 25/F, Nexxus Building, No. 41 Connaught Road Central, Central, Hong Kong
Tel: (852) 3163-3288 Fax: (852) 3163-3289

GENERAL DISCLOSURES

The research report is prepared by AMTD Global Markets Limited (“AMTD”) and is distributed to its selected clients.

This research report provides general information only and is not to be construed as an offer to sell or a solicitation of an offer
to buy any security in any jurisdiction where such offer or solicitation would be illegal. It does not (i) constitute a personal advice
or recommendation, including but not limited to accounting, legal or tax advice, or investment recommendations; or (ii) take into
account any specific clients’ particular needs, investment objectives and financial situation. AMTD does not act as an adviser
and it accepts no fiduciary responsibility or liability for any financial or other consequences. This research report should not be
taken in substitution for judgment to be exercised by clients. Clients should consider if any information, advice or
recommendation in this research report is suitable for their particular circumstances and seek legal or professional advice, if
appropriate.

This research report is based on information from sources that we considered reliable. We do not warrant its completeness or
accuracy except with respect to any disclosures relative to AMTD and/or its affiliates. The value or price of investments referred
to in this research report and the return from them may fluctuate. Past performance is not reliable indicator to future performance.
Future returns are not guaranteed and a loss of original capital may occur.

The facts, estimates, opinions, forecasts and any other information contained in the research report are as of the date hereof
and are subject to change without prior notification. AMTD has no obligation to update, modify or amend any part of this research
report or to otherwise notify a recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or
estimate set forth herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn.
AMTD, its group companies, or any of its or their directors or employees (“AMTD Group”) do not represent or warrant, expressly
or impliedly, that the information contained in the research report is correct, accurate or complete and it should not be relied
upon. AMTD Group will accept no responsibilities or liabilities whatsoever for any use of or reliance upon the research report
and its contents.

This research report may contain information from third parties, such as credit ratings from credit ratings agencies. The
reproduction and redistribution of the third party content in any form by any means is forbidden except with prior written consent
from the relevant third party. Third party content providers do not guarantee the timeliness, completeness, accuracy or
availability of any information. They are not responsible for any errors or omissions, regardless of the cause, or for the results
obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not
limited to, any warranties of merchantability of fithess for a particular purpose or use. Third party content providers shall not be
liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content. Credit
ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They
do not address the suitability of securities for investment purposes, and should not be relied on as investment advice.

To the extent allowed by relevant and applicable law and/or regulation: (i) AMTD, and/or its directors and employees may deal
as principal or agent, or buy or sell, or have long or short positions in, the securities or other instruments based thereon, of
issuers or securities mentioned herein; (i) AMTD may take part or make investment in financing transactions with, or provide
other services to or solicit business from issuer(s) of the securities mentioned in the research report; (iii) AMTD may make a
market in the securities in respect of the issuer mentioned in the research report; (iv) AMTD may have served as manager or
co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the entities
mentioned in this research report or may be providing, or have provided within the previous 12 months, other investment banking
services, or investment services in relation to the investment concerned or a related investment.

AMTD controls information flow and manages conflicts of interest through its compliance policies and procedures (such as,
Chinese Wall maintenance and staff dealing monitoring).

The research report is strictly confidential to the recipient. No part of this research report may be reproduced or
redistributed in any form by any means to any other person without the prior written consent of AMTD Global Markets
Limited.
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