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STRATEGY

Hong Kong Developers And Landlords

Top Developer Leads Strong Sales Rebound In Oct 24; Landlords Continue To
Face Challenges From GBA Integration

In Oct 24, the primary property market showed signs of recovery, with a notable increase
in transaction volume. Nov 24 may see a pullback in transaction volume on lower high-
quality new supply. However, we still expect a 3% recovery in property prices in 4Q24-
1Q25, driven by rising rental yields and supportive macro factors. On the other hand,
retail landlords continue to face challenges from GBA integration. Maintain MARKET
WEIGHT and prefer developers over landlords. SHKP and LINK REIT are our top picks.

WHAT’S NEW
¢ Hong Kong'’s primary property market recorded 2,990 units of transactions in Oct 24.

¢ The number of mainland tourists to Hong Kong as well as the number of Hong Kong residents
travelling northbound increased by 16%/35% yoy in Oct 24 respectively.

ESSENTIALS
¢ CCL index increased by 0.7% in Oct 24. Ytd, the CCL index still dropped by 7.0%.

¢ Primary transactions volume saw a strong recovery in October. During the month, 2,990
units of primary units were sold, marking the highest monthly sales figure since Apr 24. In
10M24, the total number of primary transactions was around 14,000 units, which represents
93.3% of our projected annual sales. Due to a drop in the supply of high-quality new projects,
we anticipate a mom decline in primary transaction volume in Nov 24. However, we hold our
view that Hong Kong’s residential market is on a recovery trend in the near term, supported
by: a) a high rental yield of 3.4%; b) potential rate cuts; and c) supportive macro policies. We
reiterate our view that Hong Kong’s property price will rebound by 3% in 4Q24-1Q25.

Variation in sales performance among projects remains wide. The Cullinan Sky and Echo
House, both of which are directly linked to MTR stations and are sold at attractive ASPs, are
selling very well. In contrast, Blue Coast Il saw a slower sales progress due to an aggressive
ASP hike. The Double Coast project, which is the farthest from MTR, saw the slowest sales
despite its relatively attractive pricing. The abovementioned indicate that buyers still remain
selective and cautious. We anticipate that the new-home and second-hand markets will be
primarily driven by transactions involving high-quality units in the near term.

SALES OF PERFORMANCE OF NEW PRIMARY PROJECTS LAUNCHED IN OCT 24

No.of  Sell-through rate on 1st  Total no. of
Project Developer ASP (HK$/sq ft) units sold  day of sales launch units of project
Cullinan SHKP 19,668/20,939/21,768/22,2 842 100% for all the four 906
Sky 23 for 1st/2nd/3rd/4th3rd batches of sales
/4th batch
Echo URA/Chinachem  14,888/15,440/17,162 for 198 100% for all the three 198
House 1st/2nd /3rd batch batches of sales
Blue Coast CKA/MTR 21,526~21,876/ 22,404 for 223 75%/36% for 1st/2nd 558
Il 1st /2nd batch batches of sales
Double  Wheelock/Hende 17,899 for 1st batch 16 28% 361
Coast|  rson/COLI/NWD
Source: Respective media, UOB Kay Hian
PEER COMPARISON
Price @ Target (D%\?\/Sr:g%e) Market
Company Ticker Rec 4 Nov 24 Price to TP Cap
(HKD) (HK$) (%) (HK$ m)
New World Development 17 HK SELL 7.88 7.02 -10.9 19,831.1
Hysan Development 14 HK BUY 12.86 16.10 25.2 13,207.3
Sun Hung Kai Properties 16 HK BUY 85.20 103.00 20.9 246,890.9
Wharf Real Estate Investment Co Ltd 1997 HK  BUY 23.55 32.80 39.3 71,503.2
Link REIT 823 HK BUY 36.60 45.05 23.1 94,305.2

Source: UOB Kay Hian
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MARKET WEIGHT
(Maintained)

SECTOR RATING

Sector Rating
Hong Kong developers Market weight
Hong Kong landlords Market weight
Source: UOB Kay Hian
SECTOR PICKS
. Share Target
Company  Ticker Rec Price Price
(HK$) (HK$)
SHKP 16HK BUY 85.20 103.00
LINK REIT 823 HK BUY 36.60 45.05
Source: UOB Kay Hian
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¢ Hong Kong landlords continue to face challenges from GBA integration. The number of
Hong Kong residents travelling to mainland China by land and sea increased 35% yoy/59%
yoy respectively in Oct 24/10M24. On the other hand, the number of mainland tourists to
Hong Kong increased 16% yoy/33%yoy in Oct 24/10M24. Consequently, the net outflow of
tourists, which is measured as the total number of mainland tourists to Hong Kong minus the
total number of Hong Kong residents going to China, expanded 45.8m in 10M24, from 25.3m
in 10M23. It is also worth noting that leading e-commerce operators have recently been
making efforts to increase their penetration rates in Hong Kong. We expect Hong Kong retail
sales to continue to face challenges from GBA integration.

THE TREND OF MAINLAND TOURISTS TO HONG KONG AND HONG KONG RESIDENTS TO MAINLAND
CHINA

(mn people)
10

Mainland tourists to HK
B HK residents to China
= Net outflow of tourists (mainland tourists to HK - HK residents to China)
Source: HKTB

ACTION

¢ Maintain MARKET WEIGHT with a preference for Hong Kong developers over landlords.
The number of primary private units available for sale for the next 3-4 years stood at 108,000
as of Sep 24, decreasing by 1% qog. Although supply remains a key concern for Hong Kong’s
property market, the positive development on the demand side is non-negligible and is
expected to support the stabilisation of property prices in the near term. Hence, we expect a
3% recovery in property prices in 4Q24-1Q25. However, for retail landlords, the challenges
from continuous GBA integration may offset the positive policies’ impact on consumption. We
maintain MARKET WEIGHT on both Hong Kong developers and landlords, while we reiterate
our preference for developers over landlords. SHKP and LINK REIT are our top picks for
Hong Kong developers and landlords respectively.

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries or jurisdictions by the respective entities and are subject to the additional restrictions
listed in the following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2024, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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