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Rise in Third-Party Projects to Underpin Future Growth

We reiterate our Buy rating on Central China New Life, as we believe the
stock is on track to achieve our ~47% YoY earnings growth estimate.
Recent sell-off offers an attractive entry point, in our view, as it is now
trading at attractive valuations of 11.5x 2021E P/E (Industry Average: 21x).

A ~47% growth stock trading at 11.5x 2021E P/E, reiterate Buy

We believe Central China New Life is on track to achieve our full year earnings
growth estimate of 46.5% YoY, after the company reported a solid set of 1H21
results. At 11.5x 2021E P/E, we believe market’s recent sell-off of the stock
offers an attractive entry point. Property Management and related value-added
services will remain as the key growth drivers of the company, after reporting a
52% YaY increase in this segment during 1H21. Recent flooding in Henan may
result in additional CAPEX and construction delays of 1-3 months at selected
property projects, but we estimate the impact to be minimal at ~RMB10-20m.
This could be offset by subsequent growth opportunities, in our view.

38% of our full year estimate completed in 1H21

Central China New Life’s 1H21 revenue came in at RMB1,564m with core net
profit of RMB267m, marking a YoY increase of 47% and 45% respectively. The
1H21 revenue implies 38% of our full-year estimate, which we believe is in-line
with our expectations considering its high growth profile. Revenue growth in
lifestyle services has been slightly below our expectations at only 19% YoY, but
it was offset by better than expected profitability overall. 1H21 GP Margins and
Core Net Margins came in at 32.1% and 17.1% respectively, higher than our
expectations of 30.4% and 15.5%, respectively.

Trade Receivables improved as Third-Party contributions rise

We believe Central China New Life’s revenue quality has improved, considering
that the 1H21 Trade Receivables has declined to RMB1.17bn (2H20:
RMBL1.2bn). In particular, Trade Receivables attrib. to Related Parties has
declined to 56% (2H20: 72%), reflecting the decreasing reliance on connected
party transactions and the increased contribution from third-party projects. 48%
of GFA Under Management are now third-party developers’ projects, rising from
29% of 1H20. We expect third-party project contributions to continue to rise as
57% of CCNL’s Contracted GFA are from third-party projects, in our view.

Minimal impact by recent flooding in Henan, full year estimate intact

We estimate that the recent flooding events in Henan Province will have minimal
impact on the overall performance of 2021E. We estimate a RMB10-20m of
impact amid additional CAPEX required and project construction delays, but we
believe it will be offset by potential growth opportunities. As with post-COVID
period, we believe that such events will see the quality of property management
services shine through, and the brand value will be recognized by potential
homeowners. This should drive future growth opportunities, in our view.

Stock trading at attractive valuations of 11.5x 2021E P/E

We believe there is deep value in small-cap property management companies
such as CCNL. The stock is trading at a deeply discounted valuations of 11.5x
2021E P/E, which we believe is unwarranted considering it is on track to deliver
a 47% earnings growth.

Key Risks: (1) Lower than expected growth in property management revenue;
(2) weaker than expected profitability in third-party projects.

Stock code: 9983.HK
Rating: Buy

Price target (HK$) 11.94
Current price (HKS, 12 Aug 2021) 6.48
Upside/downside % 84%
Market cap (HKS m) 8,229
Market cap (USS m) 1,058
Avg daily turnover (USS m) 3.25
Source: Bloomberg, AMTD Research
Key forecasts
(RMB m) 2020 2021e  2022e  2023e
Revenue 2654 4133 5134 6,143
yoy % 513% 55.7% 242% 19.6%
Gross Profit 861 1,258 1,546 1,848
yoy % 494% 46.2% 22.9% 19.5%
Core NP 438 641 820 1,024
yoy % 80.0% 465% 27.9% 24.8%
Gross margin ~ 324% 304% 30.1% 30.1%
Net gearing  NetCash Net Cash Net Cash Net Cash
EPS 0.39 0.51 0.66 0.82
DPS 0.17 0.15 0.20 0.25
BPS 2.18 2.53 2.97 3.52

Source: Company data, AMTD Research

Valuation
2020 2021e 2022¢ 2022¢
P/E 15.1 11.5 9.0 7.2
P/BV 2.7 2.3 2.0 1.7
Div. 990 26%  33%  42%
yield
ROE 15.9% 20.0% 21.7% 22.8%
ROA 10.0% 13.3% 15.3% 16.8%
Source: Bloomberg, AMTD Research
Share price performance
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Figure 1: Central China New Life 1H21 Results Summary

1HFY21 Results (RMB '000) 1HFY21A FY21E % of FY21E 1HFY20A YoY/Chg
Property Management and Value-added Services 1,286,090 3,305,955 39% 843,778 52%
Lifestyle services 206,025 719,417 29% 172,801 19%
Commercial property management and consultation services 71,712 107,492 67% 44,607 61%
Revenue 1,563,827 4,132,865 38% 1,061,186 47%
Cost of sales (1,062,024) (2,874,801) 37% (693,676) 53%
Gross profit 501,803 1,258,064 40% 367,510 37%
Selling and marketing expenses (25,825) (82,391) 31% (22,551) 15%
Administrative expenses (145,772) (371,958) 39% (112,076) 30%
Net impairment losses on financial assets (9,902) (23,756) 42% (855) 1058%
Other income 18,480 27,319 68% 6,504 184%
Other gains—net (410) 10,192 -4% 1,052 -139%
Operating profit 338,374 817,470 41% 239,584 41%
Finance cost—net 6,128 13,643 45% 833 636%

Share of net (loss)/profit of an associate accounted for using the

0, - 0,
equity method (120) 1) 12000% 19 732%
Profit before income tax 344,382 831,112 41% 240,436 43%
Income tax expenses (73,611) (207,778) 35% (51,471) 43%
Profit from continuing operations 270,771 623,334 43% 188,965 43%
Loss from discontinued operation - - N/A - N/A
Profit/(loss) for the year 270,771 623,334 43% 188,965 43%
Owners of the Company 260,168 623,334 42% 183,814 42%
Non-controlling interests 10,603 - N/A 5,151 106%
Core attributable NP 267,304 641,151 42% 184,438 45%
Key Ratios
GP Margin 32.1% 30.4% 34.6% -2.5ppt
Selling and marketing expenses as % of revenue 1.7% 2.0% 2.1% -0.5ppt
Administrative expenses as % of revenue 9.3% 9.0% 10.6% -1.2ppt
Core Net Margin 17.1% 15.5% 17.4% -0.3ppt
1HFY21A FY21E 1HFY20A YoY/Chg
Net Debt to Equity Net Cash Net Cash Net Cash N/A

Source: Company data, AMTD Research Estimates
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Figure 2: China Property Management: Peers Valuation Comparison

12/8/2021 Share Price Mkt cap P/E P/B Div. yield

Name(EN) (HK$) (USD mn) FY21E FY22E FY20 FY21E FY22E FY20
China Property Management
6098 HK Country Garden Services 62.65 25,982 55.5x 38.4x 26.0x 10.6x 7.9x 6.4x 0.4%
1209.HK China Res Mixc 44.40 13,024 81.4x 57.1x 41.4x 6.8x 6.2x 5.7x 0.5%
6666 HK Evergrande Services 6.85 9,517 23.7x 14.8x 10.1x 6.3x 4.5x 3.3x 0.0%
1516.HK Sunac Services 22.20 8,846 78.9x 44.9x 28.0x 6.0x 5.4x 4.7x 0.3%
873 HK Shimao Services 19.28 5,857 50.4x 29.7x 18.0x 6.0x 5.1x 4.2x 0.0%
3319 HK A-Living Services 31.30 5,712 20.5x 14.6x 11.1x 4.8x 3.7x 3.0x 1.9%
9666 HK Jinke Services 51.55 4,325 36.9x 25.7x 17.0x 0.9x 3.5x 3.0x 1.1%
2869 HK Greentown Service 8.87 3,698 34.5x 24.7x 18.4x 3.5x 3.3x 2.9x 1.0%
1995 HK Eversunshine 16.60 3,563 60.8x 36.7x 24.2x 8.1x 6.8x 5.5x 0.6%
6049 HK Poly PPT Dev 46.80 3,328 34.1x 24.5x 18.9x 3.5x 3.2x 2.8x 1.0%
2669 HK China Overseas PH 7.79 3,291 35.6x 27.8x 21.6x 11.9x 9.0x 6.8x 0.8%
1755 HK S-Enjoy Services 18.68 2,094 30.2x 19.3x 13.5x 10.1x 6.0x 4.7x 1.1%
9909 HK Powerlong CM 23.20 1,920 42.0x 27.6x 19.8x 5.8x 5.0x 4.2x 1.2%
3913 HK KWG Living 7.11 1,844 33.3x 17.3x 10.8x 4.1x 3.4x 2.7x 0.9%
2606 HK Languang Justbon 54.15 1,239 16.1x NA NA 3.2x NA NA 2.0%
9983 HK CC New Life* 6.48 1,058 15.1x 11.5x 9.0x 2.7x 2.3x 2.0x 2.9%
9979 HK Greentown Mgmt 4.02 1,012 13.7x 11.7x 9.4x 2.2x 2.0x 1.9x 4.8%
3316 HK Binjiang Services 25.55 908 28.6x 18.2x 12.0x 7.1x 5.3x 3.9x 3.5%
6626 HK Yuexiu Services 4.21 823 NA 13.5x 7.8x NA NA NA 0.0%
9928 HK Times Neighbor 5.23 662 18.6x 10.6x 7.1x 2.5x 2.1x 1.7x 1.5%
6958 HK Zhenro Services 4.95 660 21.7x 15.5x 10.4x 3.2x 2.7x 2.2x 0.0%
1778 HK Colour Life 271 518 6.9x 6.1x 5.7x 0.8x 0.7x 0.6x 3.6%
2168 HK Kaisa Prosperity 24.00 475 13.9x 8.7x 5.8x 2.5x 2.1x 1.7x 3.2%
2215 HK Dexin Services 3.40 444 NA NA NA NA NA NA 0.0%
3662 HK Aoyuan Healthy Life* 4.66 435 11.3x 7.9x 5.6x 2.7X 2.3x 1.9x 3.4%
1971 HK Redsun Services 4.50 240 19.6x 9.8x 6.6x 2.3x 2.6x 2.2x 1.3%
1922 HK Yincheng LS* 4.09 140 13.5x 9.0x 7.9x 4.7 3.5x 2.6x 2.1%
Total/Average 101,616 31.9x 21.0x 14.6x 4.9x 4.1x 3.4x 1.4%

Source: Bloomberg Estimates, “AMTD Research Estimates
Note: As of 12 August 2021
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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 Eugene Chin, hereby certify that (i) all of the views expressed in this research report reflect accurately my
personal views about the subject company or companies and its or their securities; and (ii) no part of my compensation was, is
or will be, directly or indirectly, related to the specific recommendations or views expressed by me 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 Central China Real Estate and/or their 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, expe nses,
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; (i) 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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