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STRATEGY - HONG KONG

Hong Kong Developers And Hong Kong Landlords

Takeaways Of 2024 Hong Kong Policy Address

The Chief Executive delivered the 2024 Policy Address on 17 Oct 24. The government
pledged to continue relaxing demand-side policies by expanding new CIES and raising
LTV. On the supply front, the government reiterated its land supply plan, and expedite
construction in the northern metropolitan area. Policy easing may positively impact the
market in the near term. However, restoring confidence and further rate cuts are crucial.
Maintain MARKET WEIGHT. SHKP and LINK REIT are our top picks.

WHAT’S NEW

e The Hong Kong Chief Executive delivered the Policy Address on 16 Oct 24. Below are the
key takeaways regarding the policies related to the property sector.

ESSENTIALS

¢ The expansion of new CIES is within market expectation. The new capital investment
entrant scheme (CIES) will include residential properties valued above HK$50m into the
permissible investment assets. A maximum of HK$10m of investment in residential
properties can be accounted into the total investment of CIES candidate, who should meet
the minimum requirement of HK$30m. For residential properties valued above HK$50m, in
9M24, there were approximately 306/130 primary/secondary transaction registrations
respectively, contributing to 2.6%/0.7% of the respective markets, according to data from
Centaline. On the other hand, the new CIES received 579 applications since it was re-
launched in Mar 24. We expect the expansion of CIES to have a limited impact on Hong
Kong’s property market.

REGISTRATION OF TRANSCATION OF PROPERTIES OVER HK$50M

——————————— Primary transaction ----------- ---------- Secondary transaction ----------
No.of units Value (HK$b) No.of units Value (HK$b)
Transactions of units over HK$50m 306 414 130 14.3
Total transaction of Hong Kong 11,911 1,481 17,767 1,766
Contribution of units over HK$50m 2.6% 2.8% 0.7% 0.8%

Source: Centaline Property Agency

¢ Further easing countercyclical macroprudential measures for mortgage loans. The
Hong Kong Monetary Authority (HKMA) will adjust the maximum loan-to-value (LTV) ratio
for all residential properties to 70% regardless of the value of the properties, whether the
properties are for self-use or held by companies, and whether the purchasers are first-time
home buyers. The maximum debt servicing ratio will be adjusted to 50%. Increasing the
LTV ratio of mortgage loans is a positive surprise, but the impact might be limited as
buyers may not want to increase leverage due to economic uncertainness. The one-
month/three-month HIBOR has fallen 61bp/74bp respectively ytd, down 129bp/140bp from
its peak. However, since the US lowered interest rates on 18 Sep 24, the one-month/three-
month HIBOR has increased by 76bp/43bp as of now. Strong US economic data and
reduced expectations for further rate cuts are expected to weigh on expectation of
mortgage rate cuts in the near term.
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SECTOR RATING
Sector Sector Rating
Hong Kong Developers MARKET WEIGHT
Hong Kong Landlords MARKET WEIGHT
Source: UOB Kay Hian
SECTOR PICKS
Share Price  Target Price

Company  Ticker Rec (HK$) (HK$)
SHKP 16HK BUY 86.70 103.00
LINK REIT 823 HK BUY 38.00 45.05
Source: UOB Kay Hian
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PEER COMPARISON
Price @  Target Upside/ Market PE P/B Yield

Company Ticker Rec 160ct24  Price (Downside) Cap 2024F  2025F  2024F  2025F  2024F  2025F

(HK$) (HKS) To TP (Icy bn) (x) (x) (x) () (%) (%)
New World Development 17 HK SELL 8.20 7.02 -14.4% 20,636.4 211 131 0.1 0.1 4.7 4.6
Hysan Development 14 HK BUY 13.10 16.10 22.9% 13,453.8 7.8 7.3 0.2 0.2 8.2 8.2
Sun Hung Kai Properties 16 HK BUY  86.70 103.0 18.8% 251,2375 10.6 10.2 0.4 0.4 4.7 4.9
Wharf Real Estate Investment Co Ltd 1997 HK  BUY ~ 24.90 32.80 31.7% 75,602.1 12.2 11.5 04 04 5.2 5.5
Link REIT 823 HK BUY 38.00 45.05 18.6% 97,9125 14.6 143 0.5 0.5 6.9 7.0

Source: Bloomberg, UOB Kay Hian
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MAXIMUM LOAN-TO-VALUE POLICY

Value ofthe - Maximum loan-to-value (LTV) (%) -----------
Property type properties (HK$m) Before 2024/10/16 After 2024/10/16
identi Self-occupation <30 0
Residential P Between 30m to35m 60-70 70
properties
Non-self-use >30 60

Source: UOB Kay Hian

* Reiterating land supply targets and continuing to make progress in strategic new
development regions. Although in the 2024 Policy Address, the government plans to
“take into account the latest market changes when disposing land“, major land production
targets remained unchanged: a) it plans to make available land to provide about 80,000
private housing units for the next five years, b) it will expedite the implementation of
economic and housing-related projects in the Northern Metropolis, and c) the government
targets to complete the relevant approval procedures of environmental impact
assessment for the Kau Yi Chau Artificial Islands project next year.

¢ Further expanding talent admission schemes to attract talents. Around 160,000
talents have arrived in Hong Kong with their families after the government implemented a
new talent admission regime in late-22. To address the future labour force gap in Hong
Kong, the main measures include: a) expanding the list of universities under the Top
Talent Pass Scheme to 198 universities by adding 13 top mainland and overseas
universities, and b) extending the visa duration for high-income talents from two years to
three years. However, despite the government's efforts to attract talents, Hong Kong’s
working population (aged 20-60 years old) has been on a declining trend since 2019.

Further increasing tourist numbers. The Hong Kong government has proposed further
enhancements to the central government regarding mainland residents' tourism visit
endorsements to Hong Kong. These enhancements include resuming the “multiple-entry”
Individual Visit Endorsements for Shenzhen residents and expanding the coverage of pilot
cities for the “one trip per week” Individual Visit Endorsements. Specific details are yet to
be announced.

ACTION

¢ Maintain MARKET WEIGHT on Hong Kong developers and landlords. The government
further eased demand side policies, creating more room for market recovery. Together
with interest rate cuts and rebound of the Hong Kong stock market, we expect a near-term
rebound in transaction volume and the CCL index. We reiterated our forecast that the
CCL index will rebound by 3% in 4Q24 but drop by 4.7% in 2024. However, we think a
recovery of confidence in the economy and further rate cuts are essential to the
sustainable recovery of the Hong Kong property and retail sales markets. Our
recommendation is to maintain MARKET WEIGHT. SHKP and LINK REIT are our top
picks.

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.
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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

(i) 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

RCB Regn. No. 197000447W
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