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Synergy With, But Not Dependent On, the Parent Company;

Realise High-Quality Growth; "Accumulate”
RFEEAR R A R, BB R, i

L] Investment rating is "Accumulate" with a TP of HK$7.00. We forecast the .
Company’s 2022F-2024F EPS to be RMB0.452/ RMB0.584/ RMBO0.769. We Rating: Accumulate
derived our TP by applying to 13.6x PE. Based on current market sentiment
and the Company’s fundamentals, we believe that CIFI ES Service’s S Yot
appropriate share value should be worth HK$7.00, upside of 52.6% of the
current price.
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6-18m TP HExi: HK$7.00

o Synergy with parent company, but not dependent on the parent company.
We predict that the Company can achieve growth higher than the current
market forecast in 2022F-2024F, because we believe that the Company will Share price K- HK$4.590
continue to stay synergetic with the parent company in business, but not rely on

I é the parent company. We also believe that the Company will further reduce its Stock ;

& dependence on the parent company in business, helping the Company further OC: perrormance
#* = reduce its business risks caused by weakened real estate sales. et

o
ot g o Focus on industry beta (political/ policy risks) in the short run and the 20.0 1 %ofretum
i a Company’s alpha (strategies/ brand) in the long run. (i) From an industry 00 A ) s
# n; perspective, the market agrees that the valuation of the property management ’ W W
. = industry is very closely related to the PRC real estate industry. However, we (20.0) 1+
=] = believe it will gradually be separated in the future, especially for leading (@00) +

companies with low business reliance on their parent companies; and (ii) from a

company perspective, we believe that the Company is to adhere to (€0.0)
"Strategy+Brand" and realise high-quality growth. Reasons can be summarised (8.0) T
as follows: (1) strong brand reputation backing; (2) market bargaining power

(100.0) +

capability of third-party expansion; and (3) solid parent company backing. Sep2l  Novw2l Jan22 Mar22 May-22  Ju2  Sep2
o Catalysts: (1) Further mapping out value-added services (VAS) in
non-property owners segment; and (2) easing of real estate liquidity crisis. HSlndex  —— CIFI ES Senvice
= § ° BT WE”, Hisf 7.00 #50. LATHI A7) 2022-2024 EA BN AR T 0.452/ 0.584
Hh é 10.769 JG. Wl‘JHﬁ FAs AT 13.6 fiffHy m:%}zz HIBBAHT AR A AT, R Change in Share Price 1M aM 1y
= > TN AR T IR 1) & BN (LR 7.00 #7T, LBk 1A 52.6%. A A ) 1AH 344 14
1T g ° 583ATHRARE, BEAMOBEEAT . RATHA F1E 2022-2024 A48 T 2450 1% Qﬁbfj ;’f % (11.0) (45.7) (71.8)
N4 g T, BAIRATA A RAEAL S LA 4k (R4 55 BE O R (0 R8Oz, ARAMKARE A A Rel. % 1o HS Index 62 369 w5)

TATEIN Iy 2 Rt — 25 > JLAE L 55 X BEON R, AT BT )k — 2 R AR R 5 4t HIXHIEIRAE ) %

BB TS SR 1 2278 IR Avg. Sh/are price(HK$) 5.0 6.8 11.1
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° FRRFATI U (BUAEURNE) AHHIRAATRIRE (RIS, (D MTILKE Source: Bloomberg, Guotai Junan Intermational.
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Year End Turnover Net Profit EPS EPS PER BPS PBR DPS Yield ROE

2 G [N J 2R 5 15 AR5 AR B WEx G [REES 531191958 i3S SR 4 g G

. 5 12/31 (RMB m) (RMB m) (RMB) (A%) ®) (RMB) ®) (RMB) (%) (%)
ﬁ § 2020A 3.120 390 0.243 66.4 15.8 1.798 2.1 0.070 1.8 19.3
S 2021A 4,703 617 0.366 51.0 10.2 2.638 14 0.106 2.8 16.8

71( 8 2022F 6,752 791 0.452 23.3 8.9 2.882 14 0.136 34 16.7
ﬂ E 2023F 9,029 1,022 0.584 29.2 6.9 3.330 1.2 0.175 4.4 18.8
HE % 2024F 12,162 1,347 0.769 31.7 5.2 3.924 1.0 0.231 5.7 21.2
% & Shares in issue (m) &% (m) 1,752.5 Major shareholder KJi %< Lin's Family 51.9%
T Market cap. (HK$ m) if (HK$ m) 8,044.0 Free float (%) H Hy@ELLZ%E (%) 36.1

© 3 month average vol. 3 4~ H P4 A i 4 (‘000) 14,419.8 FY22 Net gearing (%) FY22 i i ffi/lk 4% 4 (%) Net Cash

52 Weeks high/low (HK$) 52 i m/M& (HKS) 17.900 / 4.150 FY22 Est. NAV (HK$) FY22 &t GiEot) 9.8

Source: the Company, Guotai Junan International.
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Investment Thesis

The market currently gives CIFI ES Service (the "Company") a valuation of 8.3x 2022 PE, which is lower than its selected peers

group (simple average: 9.8x; weighted average: 13.6x). This valuation mainly assumes the Company's performance in

2022F-2024F will be without high-quality growth, especially in value-added services segments. On the contrary, our analysis

shows that the Company will exceed market consensus in 2022F-2024F, especially in community VAS and in VAS to

non-property owners. The reasons are as follows:

1)

@)

®)

The Company is to stay synergetic with its parent company, but not rely on the parent company in business. The
current market consensus agrees that PRC sluggish real estate sales is closely related to the valuation of the property
management industry, valuing both industries together. However, the market misses that some leading high-quality
property management companies (PMC) are less dependent on their parents. Noticed from the Company's interim results,
it has achieved high-double-digit growth in both revenue (53.6% YoY) and shareholders’ net profit (33.4% YoY), when the
entire industry is basically in the situation of increasing revenue but not profit, or neither increasing revenue nor increasing
profit. This is mainly due to the Company's strong third-party expansion capability, high quality of service and less reliance
on its parent company in business (from third-parties vs. the parent company in 1H2022: 82.8% vs. 17.2%). Meanwhile,
the Company will continue to receive high-quality projects from its parent company, where monthly service payments
were fully settled without any arrears in 1H2022, which helps strengthen the Company's brand image.

Focus on industry beta (political/ policy risks) in the short run and the Company’s alpha (strategies/ brand) in the
long run. (i) From an industry perspective, the overall valuation of the property management industry is unreasonable
and does not follow market rules. Although it is currently impossible to completely separate the valuations of the real
estate industry and property management industry, for those companies that are less dependent on their parent
companies, we believe that their valuations should be relatively optimistic. We also believe that the valuations of the two
industries will gradually separate in the future; and (ii) from a company perspective, the Company's strategy and brand
play an important role, amid fairly sluggish property sales in 1H2022. The Company managed to record a 53.6% YoY
increase in revenue to RMB3,162.9 mn, mainly benefited from the Company’s property management services (PMS) and
value-added services to non-property owners revenue with higher business resilience. We believe the Company's robust
strategy and sound brand should account for more weight in its medium- to long-term valuation.

The Company has been mildly affected by the slump in real estate sales with strong third-party expansion
capability and business resilience. We forecast the Company to further accelerate its proportion of GFA under
management from independent third parties, growing at a far higher CAGR of 40.7% in 2021-2024F (sourcing from CIFI
Holdings: (11.1%)). We forecast the Company's third-party GFA under management expansion to exceed market
expectations, reaching a CAGR of 33.8% in 2021-2024F. We also forecast the Company’s Community VAS and VAS to
property owners to unlock round RMB6.7 bn and RMB4.5 bn in revenue in 2022F-2024F. Our forecasts are based on
the following:

1) Strong brand reputation backing. Despite a very sluggish real estate industry in 1H2022, the Company’s contracted
GFA rose to 291.4 mn sg.m (up by 33.0% YoY) and GFA under management reached more than 207.9 mn sq.m (up by
60.0% YoY), largely outperforming its peers (1H2022 GFA under management addition: 36.9 mn. sq.m vs. 26.0 mn sg.m).
At present, the Company services 1.8 mn tenants in 124 core cities.

2) Market bargaining power capability of third-party expansion. The Company's GFA under management and
contracted GFA revenue ranked 10th among its peers group in 2021. The Company's GFA under management sourced
from independent third parties grew rapidly at a CAGR of 59.4% in 2017-2021 (both grew faster than peers group
average). We expect the Company to focus on expanding non-residential properties, home-living services, common area
VAS, housing repair services and additional tailored services in the coming years.

3) Solid parent company backing. This is conducive to stabilising the Company's revenue and business resilience amid
declining real estate industry fundamentals.

The Company's various business segments achieved solid growth, except for community VAS, because the Company's
business in eastern China was hard hit by the strict lockdowns in 1H2022 due to the Covid-19 pandemic. We forecast the
Company's 2022F-2024F shareholders’ net profit to be RMB791.5 mn, RMB1,022.5 mn and RMB1,347.0 mn, respectively,
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corresponding to EPS of RMB0.452, RMB0.584 and RMBO0.769, respectively. Our PE and DCF valuations are shown to be
HK$7.00 and HK$9.83, respectively. Weighing two valuation logics, we believe that a reasonable target price of CIFI ES
Service should at least be HK$7.00, which is also equivalent to implied upside of 52.6%. We give an "Accumulate"
investment rating to the Company.

Risk warnings: (1) The local Covid-19 epidemic in China may worsen, resulting in more city lockdowns, directly hindering
business operations; (2) poor management of new expansion projects; and (3) third-party expansion may not stay on track.

Financial Analysis and Earnings Forecasts

Interim results were relatively good across the industry, showing increased revenue as well as profit YoY. The
Company’s 1H2022 revenue was in line with our previous forecast and grew by 53.6% to RMB3,162.9 mn. However, the
Company witnessed a decline in overall GPM (down by 4.2 ppts YoY to 25.7%), mainly because intense industry competition
and lockdowns led to lower GPMs in community VAS (down by 3.9 ppts to 42.6%) and VAS to non-property owners (down by
4.2 ppts to 22.5%). Despite sluggish property sales in 1H2022 and impact from the Covid-19 pandemic, the Company still
managed to achieve 33.4% YoY growth in shareholders’ net profit; this proved the resilience of the Company's business. This
also fully reflected that the Company can almost operate independently from the parent company.

We forecast all metrics to grow at low-double digits. We forecast the Company's total revenue to reach RMB12,162.5 mn in
2024F, 3.4% higher than market consensus, representing CAGR of 37.3% in 2021-2024F. We forecast the Company's
shareholders' net profit to be RMB791.5 mn, RMB1,022.5 mn and RMB1,347.0 mn in 2022F-2024F, respectively, representing
CAGR of 29.7% in 2021-2024F. Our growth forecasts are mainly based on quality expansion in the Company’s non-property
management services and intact PMS segment. As a result, we forecast the Company’s EPS to grow YoY by 23.3%/ 29.2%/
31.7% to RMB0.452/ RMB0.584/ RMBO0.769 in 2022F-2024F, respectively, corresponding to CAGR of 28.0% in 2021-2024F. In
line with market sentiment, we expect stable dividend payout of at least 30.0% in 2022F-2024F.

Figure 1: We Forecast Overall Revenue to Achieve Better Figure 2: We Forecast VAS to Non-Property Owners
Growth than Market Expectation, at CAGR of 37.3% in Revenue Proportion to Decrease by 3.1 ppts to 15.4% by

2021-2024F 2024F, Due to Declining in Property-Related Businesses
14,000 - RMB mn 100% - o o —
T
80%
1,869.5
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60% -
8,000
6,000 40% A
4,000
20% -
2,000
0 0% -
2020A 2021A 2022F 2023F 2024F 1H2021 1H2022 2020A 2021A 2022F 2023F 2024F
 Property management services ™ Community VAS = Property management services ® Community VAS
VAS to non-property owners City services & others " VAS to non-property owners " City services & others
Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

We predict that community VAS segment revenue will bounce back and exceed market expectation, delivering
mid-double-digit YoY growth in 2022F, due to the easing of the Covid-19 pandemic in China (2022F: growing by 41.1%
and 32.2% vs. market consensus: 37.4% and 23.0%). Although the Company’s community VAS revenue CAGR is not as high
as in the past five years (grew at CAGR of 77.8% in 2017-2021), we still believe that there is a lot of room for the segment,
especially for property managers which provide high-quality services. Due to the tight lockdowns in many high-tier cities, the
Company's community VAS revenue in 1H2022 only recorded YoY growth of 4.9%, but we expect the Company to achieve
better-than-market-expected recovery in 2H2022. We predict that it is less likely for China to go through large-scale and
prolonged city lockdowns due to the Covid-19 pandemic in 2H2022. Thus, we forecast community VAS revenue to grow at a
CAGR of 38.9% in 2021-2024F. Our forecast for the next three years is also based on the Company's further reduction on its
reliance on the parent (source from the parent vs. third parties: 17.2% vs. 82.8% in 1H2022; 5.5% vs. 94.5% in 2024F), and no
significant changes in growth momentum of VAS and market capacity in the property management industry. Due to strong
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market demand for home-living services and common area VAS, we expect the Company to strengthen these segments
(forecast to grow at a CAGR of 37.7% and 79.8%, respectively). Accordingly, we lower our revenue forecasts in parking &
leasing services and property agency services and forecast 2021-2024F CAGR of 14.0% and 34.9%, respectively, based on the

management's guidance and general development direction of the Company. N
o
N
o
We also predict that overall VAS to non-property owners revenue will exceed market expectation in 2022F-20224F, but £
with sharp growth decline in sales assistance services and (2021-2024F CAGR: 4.0%) planning & consultancy services ?}
(2021-2024F CAGR: 4.0%), given the reducing reliance on the parent company. Due to the Company's further expansion of g
housing repair services, we have revised up our revenue forecast for this business. Meanwhile, we believe that the Company's
additional tailored services will gradually grow in the next few years and account for more than half of the VAS to non-property
owners revenue by 2024F.
Figure 3: The Company’s Revenue Derived from VAS (including both Community VAS and VAS to non-property owners in
the below figure) Ranked 6th Among its Peers Group in 1H2022 and Forecast to Grow at CAGR of 34.8% in 2021-2024F
100% -
80% -
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0% -
o (%)) [¢] ) [%)] o o o o _ 0] o > .| (%) > (%) c n %)
s 8 s 9 08 ° £ f B fog & 2 slipE oS F %3
x £ ¢ 8 I 9§ & & °clsy > & ¢ g 3
0 o 5 £ £ < W @ n ° a S £ 0
2 5 w @ — 2 £
< o ) i
=VAS Property management Others %
T
Source: the Company, Guotai Junan International. 10
Note: (1) The business segments of A-Living, China OVS, GSG, Binjiang, Sunac and S-Enjoy are uniformly classified into community VAS and VAS to non-property
owners; and (2) Data of 1H2022 are unaudited. 2
Table 1: We Forecast Higher Growth than Market Consensus in Revenue of VAS in 2022F-2024F B
. CAGR CAGR
Revenue in RMB mn 2017A 2018A 2019A 2020A 2021A 2022F 2023F 2024F 2017-2021 2021-2024F j
Community value-added services ;
]
- Home-living services 47.2 90.4 263.1 454.5 570.0 798.1 1101.3 1486.8 86.4% 37.7% y)
L
- Parking & leasing services 15.2 334 68.8 104.3 124.2 144.0 164.2 183.9 69.1% 14.0% T
o
- Property agency services 23.4 43.7 101.9 191.6 321.9 450.7 608.4 790.9 92.6% 34.9%
- Common area VAS 24.3 31.0 48.6 39.5 83.4 158.4 285.1 484.6 36.1% 79.8%
Total 110.1 198.4 482.3 789.9 11,0995 1,551.2 2,159.0 2,946.2 77.8% 38.9%
VAS to non-property owners
- Sales assistance services 82.7 134.2 208.8 330.5 353.7 371.4 386.2 397.8 43.8% 4.0%
- Additional tailored services 24.9 30.3 40.8 103.2 310.0 496.0 694.4 937.5 87.8% 44.6%
- Planning & consultancy services 12.4 15.8 39.8 79.6 97.0 99.9 103.9 109.1 67.2% 4.0%
- Housing repair services 16.7 23.0 194 33.5 67.4 128.1 217.8 348.5 41.7% 72.9%
- Pre-delivery inspection services 5.1 7.2 15.4 25.0 39.3 51.1 63.8 76.6 66.4% 24.9%
- Others 1.1 0.0 0.3 0.0 0.0 0.0 0.0 0.0 (100.0%) n.a.
Total 143.0 210.5 324.6 571.7 867.4 1,146.4 1,466.2 1,869.5 56.9% 29.2% é
Source: the Company, Guotai Junan International. &
Note: (1) VAS includes community VAS and VAS to non-property owners; and (2) Others sector has no longer existed since 2020. g
Qo
£
@]
O
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Figure 4: We Forecast Common Area VAS and Parking & Figure 5: We Forecast Revenue Proportion of Sales
Leasing Services to Show a Reverse Growth Trend; the Assistance Services and Preliminary Planning and Design
Former to Hit 16.4% of Community VAS Revenue by 2024F Consultancy Services to decline YoY in 2022F-2024F

100% A
B0 7.6% 10.2% 13.20% - 100% 7 449 45% 45% 4.4% 41%
’ 5.9% 7.8% 11.2% 14.9%
24.3% : 18.6%
80% - 1 13.9% 11.2%
29.3% 29.1% 80% 8.7% 71%
: 28.2% . 5.8%
26.8%
60% 60% -
40% 40% A
20% - 20% 1
0% 4 0% - T T T T
2020A 2021A 2022F 2023F 2024F 2020A 2021A 2022F 2023F 2024F
=H Iivi . u Parking & leasi . H Sales assistance services ® Additional tailored services
ome-iving serwces_ arking & leasing services Planning & consultancy services Housing repair services
Property agency services Common area VAS Pre-delivery inspection services
Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

In the past two years, under the circumstances of increasingly fierce competition in the property management industry and the
squeeze on GPM of various business segments, the Company's GPM and NPM were slightly lower than the average of its
peers group (2021 GPM: 27.6% vs. 29.5%; 2021 NPM: 13.1% vs. 15.1%; 1H2022 GPM: 25.7% vs. 27.8%; 1H2022 NPM: 11.9%
vs. 12.5%). It was mainly caused by the Company’s low GPM and NPM of its large number of third-party expansion projects.
Considering the scale of the Company's third-party expansion projects, we believe such GPM and NPM are still healthy within
the industry. In 2022F-2024F, we predict: (1) the community VAS business to maintain relatively high GPM and VAS to
non-property owners GPM to stabilise; and (2) the Company's NPM to remain resilient among its peers group, staying
at round 11.4%.

Figure 6: We Forecast GPM to Drop Slightly, but Remain Figure 7: We Forecast Community VAS to Keep Relatively

around the Peers Average High GPM and VAS to Non-Property GPM to Stay Stable
RMB mn " —
35000 1 3140 r 35% 60% - I
30000 1 276%  269%  26.6% % I 30% 50% - I 29.5%
] 27.8% '
25000 - L 25% 40% I ° /
30% = === —I
2,000.0 A1 r 20% - g
20% o
15000 { 125% 13.1% o, [ 15% 10% 4 @ 5
? [ ™ . 15.1%
g 3 0% — ———————
1,0000 10% Ou)o(/)(nl(/)ou)Cc)w o >0 D35 0 40 _-
amy{z 2o aluls o g so\dc 855 2z03
5000 A - 5% CO2qEed3°ggiac528g=
oy {8 2306 £ Q2 Covoa 8  Eu
0.0 - T T T T 0% 5 | | £ w 5 =
2020A 2021A 2022F 2023F 2024F (30%) - — @
) ) = GPM: 2021 0= GPM: 1H2022
mmmm Gross profit (LHS) Net profit (LHS) O NPM: 2021 v NPM: 1H2022
==Gross profit margin (RHS) === Net profit margin (RHS) = = = Aervage GPM: 2021 Aervage GPM: 1H2022
= = = Average NPM: 2021 Average NPM: 1H2022
Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

Note: (1) Net profits used shareholders' net profit figures; and (2) Data of
1H2022 are unaudited.

Even with the GPM generally declining in the property management industry, we forecast the Company's NPM to
remain resilient at round 11.4% in 2022F-2024F, mainly because of the Company's consistently improving cost control. The
Company’s administrative expense was well below the peers average in 2021 (8.1% of total revenue vs. 9.1% of total revenue),
and further enhanced to 6.9% of total revenue in 1H2022. Of which, this is inseparable from the higher GPM of property owners
VAS (classified as community VAS in Figure 9 below). Even if the Company’s GPM and NPM are slightly lower than the peers
average, we still believe that they are within a heathy industry range, as they are higher than the industry leaders’, China
Overseas services and Poly property services, which are with SOE background.
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Figure 8: Excellence in Cost Control Compared to Its Peers

and Expect to Be Well Maintained in 2022F-2024F

Figure 9: High GPM of Community VAS Among Its Peers

in 1H2022 and Expect to Be Upheld in 2021-2024F

20% A

= | |
| | 70% - I
15% o I 60% - I I
0,
I | 9.1% 50% 1 I |
10%'___H____A__ I k \_ 40% - I |
e = _ - - -
oL wﬁ.g% 30% I
05 -
5% | | 20% - |
I | 10% A I
0%............i...... o ||
;m?ommo_gmog\gmmlqggam 0% — T T T T T T T T
ELSESCEEGB2SYiBs580¢8 g2 e 2zgeaalsggd s
uBoo g PTE 55ECI©ISEE =258 3523285054
375 £ 5 o&lC < s g §eE" sz Elcgge & o
> g 5 | @ £ "l g
=== 2021 Administrative expenses as % of revenue n
1H2022 Administrative expenses as % of revenue ==/r=Property management Community VAS

= = = 2021 Average
1H2022 Average

80% A

==C==\/AS to non-property owners

Source: the Company, Guotai Junan International.

Note: (1) The business segments of A-Living, China OVS, GSG, Binjiang, Sunac
and S-Enjoy are uniformly classified into community VAS and VAS to
non-property owners; and (2) Data of 1H2022 are unaudited.

Source: the Company, Guotai Junan International.
Note: Data of 1H2022 are unaudited.

GFA Portfolio - Recap and Forecasts

CIFI ES Service has advantages in its GFA portfolio, with its lower-than-peers average D/E ratio and sound
management. The low leveraging and abundant cash in hand compared with its peers will enable the Company to carry out
more bidding and M&A projects in business expansion in 2022F-2024F. The Company’s GFA under management and
contracted GFA ranked 10th among its peers group in 2021. In 1H2022. The Company's contracted GFA and GFA under
management increased by 60.0% YoY and 33.0% YoY to 207.9 mn sg.m and 291.4 mn sq.m, respectively, showing
considerably strong signs of expansion amid the slump in real estate sales. The proportion of the Company's GFA under

management from its parent company is far lower than the industry average, ranking 3rd within its peers group in 1H2022 (17.2%

vs. 41.1%). This again well demonstrates that the Company has strong synergy with the parent company but is not dependent
on the parent company in business.

Figure 11: We Predict Further Reduction in GFA Reliance
on the Parent Company and Strategic Partnerships in
2021-2024F, Accelerating Market-Oriented Development

Figure 10: Leveraging Lower-Than-Peers Average D/E Ratio;
We Expect This To Be Maintained in 2021-2024F
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Source: the Company, Guotai Junan International.
Note: Data of 1H2022 are unaudited.

Source: the Company, Guotai Junan International.
Note: Data of 1H2022 are unaudited.

We forecast the Company’s third-party expansion to remain robust in 2022F-2024F, and GFA under management to
reach 409.4 mn sg.m by 2024F (94.5% sourced from third-parties), further reducing reliance on the parent. The
Company has been engaging in third-party expansion for years and the GFA under management sourced from third-parties was
4.8x that of the sum of the parent company in 1H2022. We forecast the Company’s GFA under management sourced from
third-parties to grow at a CAGR of 40.7% in 2021-2024F, beating the market consensus, which is also far greater than sourcing
from its parent company (CAGR: -11.0% in 2021-2024F). The forecast is mainly backed by a strong pick-up in sourcing from
third-parties and proactively executing biddings and M&As.
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Meanwhile, we forecast the Company’s contracted GFA to be on track, increasing at a CAGR of 28.2% in 2021-2024F.
The Company's pipeline ratio has remained at a higher level over the past 5 years (1H2022: down to 1.40x, lower than its peers
group average of 1.58x), because the Company's GFA under management has accelerated faster than that of its peers. Based
on the guidance of the Company's management and the direction of its future development, we predict that the Company will
focus more on high-quality growth. As a result, the pipeline ratio is projected to show a downward trend in 2022F-2024F (down
to 1.39x in 2024F). Although the Company's parent did not have any arrears and provided some high-quality projects for it
during 1H2022, we still predict that the Company's GFA under management from the parent will gradually decrease in 2H2022
and 2023F-2024F. This is also in line with the Company's determination to further reduce its business dependence on its parent.

Table 2: We Forecast GFA under Management Sourced from Third-parties to Further Accelerate at a CAGR of 33.8% in
2021-2024F, and Contracted GFA to Grow at Low Double-Digit Rate in 2022F-2024F

mn sgq.m 2020A 2021A 2022F 2023F 2024F 2021_§0A2(3”F§
GFA under management

- Sourced from CIFI Holdings 21.7 32.1 28.1 25.1 22.6 (11.1%)
- Sourced from third-party property developer 79.9 139.0 194.6 276.3 386.8 40.7%
Total 101.6 171.0 222.6 301.4 409.4 33.8%
Contracted GFA

Total 181.2 270.8 370.8 470.8 570.8 28.2%

Source: the Company, Guotai Junan International.

Figure 12: We Forecast the Company’s GFA under Figure 13: We Forecast the Company’s GFA Pipeline
Management Derived from Third-Parties to Further Rise Ratioto Show a downward Trend in 2022F-2024F
YoY to 94.5% by 2024F
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

Valuation and Investment Recommendation

Based on a medium- to long-term investment philosophy, we value CIFI ES Service by two valuation methodologies:
PE and DCF.

(1) For PE valuation methodology, we selected a group of 5 PRC PMCs as the most suitable peers to CIFI ES Service, based
on market capitalisation, leading position, business similarity and location of listing. The weighted average PE valuation of

selected peers group is 13.6x, corresponding to the Company’s reasonable target price of HK$7.00.

Table 3: CIFI ES Service’s Peers Analysis in Detail

Company Stock Code Currency Last Price Mkt Cap PE (fiscal year) PB (fiscal year) PEG ROE (%) DIY (%)
(HK$) (HK$ m) 2021A 2022F 2023F 2024F 2021A 2022F 2023F 2024F 21A-24F  2022F  2022F
Poly Property Services Co-H 06049 HK HKD 44850 24817 243 205 16.0 12.7 3.0 28 25 241 1.0 14.3 1.0
Greentown Service Group Co L 02869 HK HKD 5400 17,550 17.2 16.4 12.7 10.1 2.0 2.1 1.9 1.7 0.9 12.7 3.1
A-Living Smart City Services 03319 HK HKD 7600 10,792 3.8 39 34 29 0.8 0.7 0.6 0.5 04 19.6 6.0
Sunac Services Holdings Ltd 01516 HK HKD 2.240 6,847 45 44 33 2.6 0.7 0.6 0.6 0.5 0.2 14.6 7.2
Jinke Smart Services Group-H 09666 HK HKD 8.350 5,451 43 38 29 23 0.6 0.6 0.5 04 0.2 15.1 8.6
Simple Average 10.8 9.8 .7 6.1 14 14 1.2 11 0.5 15.3 5.2
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Weighted Average 15.3 13.6 10.6 8.5 1.9 1.9 1.7 14 0.7 148 37
Median 4.5 4.4 3.4 29 0.8 0.7 0.6 0.5 0.4 14.6 6.0
CIFI ES Service 01995 HK HKD 4.590 8,044 104 8.3 6.3 5.1 1.5 1.4 1.2 1.0 0.4 171 3.5

(2) For DCF valuation methodology, we derive the Company’s 2022 reasonable target price of HK$9.83, based on our key
assumptions stated in the following table (Table 4):

Table 4: CIFI ES Service’s DCF Key Assumptions and Analysis in Detail

Assumptions DCF Calculation

Risk Free Rate 2.91% Sum of PV FCFF (RMB mn) 7,286

Market Risk Premium 6.92% + PV terminal value (RMB mn) 3,434

Beta 1.80 Enterprise value (RMB mn) 10,720

Cost of Equity 15.4% + (Net debt)/Cash (RMB mn) 4,352
Equity value (RMB mn) 15,072

After Tax Cost of Debt 6.5%

E/(D+E) 95.0% Assume HK$/RMB 0.875

WACC 14.8% Equity value (HK$ mn) 17,225
Shares outstanding (mn) 1,752

Long Term Growth Rate 1.5% NAV per share (HK$) 9.83

Source: the Company, Guotai Junan International.

We believe that the impact from industry beta will be the main reason for pressure on the valuation of the entire industry in the
short term, which is consistent with the current sentiment in the PRC real estate market. However, from the perspective of
long-term investment, we will pay more attention to the Company's operating strategies and brand, because we truly believe
that the valuation of the property management industry will not be dominated permanently by the valuation of the PRC real
estate industry. Some high-quality PMC will largely stand out and exceed market consensus.

Since the market consensus valuation still takes the property management valuation and the PRC real estate industry valuation
into close consideration, the current overall valuation of the property management industry is heavily affected by the PRC real
estate industry. We expect that the valuation of CIFI ES Service will be revised up after the end of the PRC real estate downturn
cycle and liquidity crisis, as current beta dominates the entire property management market sentiment. Based on the
comprehensive consideration of peer business models, combining current market sentiment and the Company’s fundamentals,
we select the result of PE valuation, HK$7.00 as CIFI ES Service’s 2022F fair target price valuation. The valuation result
derived from our DCF also validates our PE valuation result. We recommend an investment rating of "Accumulate".

Figure 14: CIFI ES Service’s Forward P/E Ratio Figure 15: CIFI ES Service’s Forward P/B Ratio
(Current Annual) (Current Annual)
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Table 6: Peers Comparison
Company Stock Code Currency Last Price Mkt Cap PE (fiscal year) PB (fiscal year) PEG ROE (%) DIY (%)
(HK$) (HK$m) 2021A 2022F 2023F 2024F 2021A 2022F 2023F 2024F 21A-24F 2022F  2022F

Large-scale HK-listed Property Management Company with major business in China

China Resources Mixc Lifesty 01209 HK HKD 34400 78518 378 31.0 23.7 18.9 46 44 39 33 15 14.9 12 g
Country Garden Services Hold 06098 HK HKD 13.740 46,369 8.9 75 58 47 1.0 1.0 0.9 0.7 0.4 137 32 o
China Overseas Property Hold 02669 HK HKD 8360 27,478 279 214 16.6 12.9 9.2 6.9 53 41 0.9 35.9 14 %
Evergrande Property Services 06666 HK HKD 2.300 24,865 6.0 49 37 n.a. 1.7 13 1.0 n.a. 0.3 26.6 2.6 o
Poly Property Services Co-H 06049 HK HKD 44850 24817 243 20.5 16.0 12.7 3.0 2.8 25 21 1.0 143 1.0 §
Simple Average 21.0 174 131 123 3.9 3.3 2.7 26 0.8 211 1.9 ©
Weighted Average 24.2 19.8 15.2 134 38 34 28 26 0.9 18.8 1.8
Median 24.3 20.5 16.0 12.8 3.0 2.8 25 27 0.9 14.9 1.4
Mid-scale HK-listed Property Management Company with major business in China

Greentown Service Group Co L 02869 HK HKD 5400 17,550 17.2 16.4 12.7 10.1 2.0 2.1 1.9 1.7 0.9 12.7 3.1
A-Living Smart City Services 03319 HK HKD 7.600 10,792 3.8 3.9 34 2.9 0.8 0.7 0.6 0.5 0.4 19.6 6.0

Cifi Ever Sunshine Services 01995 HK HKD 4.590 8,044 104 8.3 6.3 5.1 1.5 14 1.2 1.0 0.4 171 35

Sunac Services Holdings Ltd 01516 HK HKD 2.240 6,847 45 44 33 2.6 0.7 0.6 0.6 0.5 0.2 14.6 72
S-Enjoy Service Group Co Ltd 01755 HK HKD 6.480 5,642 8.7 71 5.0 4.0 20 1.7 13 1.0 0.3 284 4.7
Binjiang Service Group Co Lt 03316 HK HKD 20.400 5639 146 1.8 8.6 6.3 4.9 43 34 26 0.4 38.8 na.

Jinke Smart Services Group-H 09666 HK HKD 8.350 5,451 43 3.8 29 23 0.6 0.6 0.5 0.4 0.2 151 8.6

C&D Property Management Grou 02156 HK HKD 3.530 4717 225 17.9 12.2 9.5 3.8 na. n.a. n.a. 0.7 20.2 n.a.

Yuexiu Services Group Ltd 06626 HK HKD 3.080 4,688 9.5 8.0 58 43 1.3 1.2 11 0.9 0.3 13.0 38
Shimao Services Holdings Ltd 00873 HK HKD 1.880 4,640 34 3.6 2.8 2.8 0.4 0.4 0.4 0.3 0.5 122 3.1

Central China New Life Ltd 09983 HK HKD 3.150 3,995 53 5.0 43 3.6 11 11 1.0 0.9 0.4 21.8 145
Excellence Commercial Proper 06989 HK HKD 3.200 3,905 6.4 4.3 33 26 0.9 0.8 0.7 0.7 0.2 20.8 8.3
Jinmao Property Services Co 00816 HK HKD 4.140 3,743 156 7.9 5.7 338 15.6 26 20 1.5 0.3 416 3.6

Sce Intelligent Commercial M 00606 HK HKD 1.780 3,693 79 9.4 7.8 6.8 1.2 1.3 11 1.0 15 143 26

Dexin Services Group Ltd 02215 HK HKD 2.980 3,030 210 n.a. n.a. n.a. 3.0 n.a. na. na. na. na. na.
Sino-Ocean Service Holding L 06677 HK HKD 2.430 2,877 54 43 32 24 1.0 1.0 0.9 0.8 0.2 22.2 78
Powerlong Commercial Managem 09909 HK HKD 3.960 2,546 47 4.0 3.2 2.8 0.8 0.8 0.7 0.6 0.2 2141 9.9

Kwg Living Group Holdings Lt 03913 HK HKD 1.160 2,350 29 27 22 1.7 0.6 0.5 0.4 0.4 0.2 213 12.0 C
Ronshine Service Holding Co 02207 HK HKD 4.250 2,159 136 n.a. n.a. n.a. 2.6 n.a. na. na. na. na. na. L
Hevol Services Group Co Ltd 06093 HK HKD 3.740 2,094 199 n.a. n.a. n.a. 33 n.a. na. na. na. na. na. §
Simple Average 11.2 8.4 6.4 5.2 25 1.5 1.3 1.1 0.5 20.8 60 o
Weighted Average 10.4 8.5 6.4 5.1 2.2 1.4 1.2 1.0 0.5 19.5 5.7 ;,;
Median 8.3 5.0 4.3 3.6 1.3 1.0 0.9 0.9 0.3 20.2 6.0
Small-scale HK-listed Property Management Company with major business in China i/
E-Star Commercial Management 06668 HK HKD 1.480 1,510 6.5 47 37 3.0 11 1.0 0.9 0.8 0.2 214 7.3

New Hope Service Holdings Lt 03658 HK HKD 1.710 1,392 6.2 35 n.a. n.a. 12 0.6 na. na. na. 24.2 66 =
Kanggiao Service Group Ltd 02205 HK HKD 1.930 1,351 114 n.a. n.a. n.a. 14 na. n.a. n.a. n.a. n.a. n.a. 9
Aoyuan Healthy Life Group Co 03662 HK HKD 1.860 1,351 29 2.0 1.6 na. 0.9 0.7 0.6 na. 0.1 36.2 16.8 e
Redsun Services Group Ltd 01971 HK HKD 3.230 1,340 8.6 6.1 4.7 n.a. 14 na. na. na. na. 18.4 n.a. &
Landsea Green Life Service C 01965 HK HKD 3.100 1273 145 n.a. n.a. n.a. 29 na. na. na. na. 48.0 na. ﬂ
Yincheng Life Service Co Ltd 01922 HK HKD 3.500 935 8.8 n.a. na. na. 31 na. na. na. na. na. na. L
Financial Street Property -H 01502 HK HKD 2.470 923 5.6 57 49 43 0.7 0.7 0.6 0.6 0.7 121 96 P
Colour Life Services Group 01778 HK HKD 0.620 922  na. n.a. n.a. n.a. na. na. n.a. n.a. n.a. 30.8 n.a.
Roiserv Lifestyle Services-H 02146 HK HKD 2.320 872 1.8 n.a. n.a. n.a. 0.4 na. n.a. n.a. n.a. n.a. n.a.

First Service Holding Ltd 02107 HK HKD 0.750 750 175 n.a. n.a. n.a. 1.0 na. n.a. n.a. n.a. n.a. n.a.

Times Neighborhood Holdings 09928 HK HKD 0.760 749 20 53 29 25 0.3 0.3 0.3 0.3 0.3) 6.5 21

Dowell Service Group Co Ltd 02352 HK HKD 9.490 636 31 n.a. n.a. n.a. 1.6 na. n.a. n.a. n.a. n.a. n.a.

Beijing Capital Jiaye Proper 02210 HK HKD 4.030 591 4.6 n.a. na. n.a. 0.2 na. na. na. na. na. na.

Clifford Modern Living Holdi 03686 HK HKD 0.580 589 6.0 n.a. na. na. 0.9 na. na. na. na. na. na.
Riverine China Holdings Ltd 01417 HK HKD 1.220 494 101 na. na. na. 14 na. na. na. na. na. na.

Kaisa Prosperity Holdings Lt 02168 HK HKD 2.900 447 6.5 n.a. na. n.a. 0.3 na. na. na. na. na. na.

Zhenro Services Group Ltd 06958 HK HKD 0.410 425 2.0 n.a. n.a. n.a. 0.2 na. n.a. n.a. n.a. 23.0 n.a.

Zhong Ao Home Group Ltd 01538 HK HKD 0.380 325 2.5 n.a. n.a. n.a. 0.3 na. n.a. n.a. n.a. n.a. n.a.
Jiayuan Services Holdings Lt 01153 HK HKD 0.530 324 2.7 n.a. n.a. n.a. 0.4 na. n.a. n.a. n.a. n.a. n.a.
Xinyuan Property Management 01895 HK HKD 0.560 318 21 n.a. n.a. n.a. 0.3 n.a. na. na. na. na. na.

Sundy Service Group Co Ltd 09608 HK HKD 0.099 317 47 n.a. n.a. n.a. 0.8 n.a. na. na. na. na. na.

Xingye Wulian Service Group 09916 HK HKD 0.740 296 4.5 n.a. n.a. n.a. 0.7 na. n.a. n.a. n.a. n.a. n.a.

Ling Yue Services Group Ltd 02165 HK HKD 0.600 171 1.7 n.a. n.a. n.a. 0.3 na. n.a. n.a. n.a. n.a. n.a. é
Ye Xing Holdings Ltd 01941 HK HKD 0.233 94 2.6 n.a. n.a. n.a. 0.3 na. n.a. n.a. n.a. n.a. n.a. &
Simple Average 5.8 4.6 3.6 33 0.9 0.7 0.6 0.5 0.2 245 8.5 2
Weighted Average 6.9 44 35 33 1.2 0.7 0.7 0.6 0.2 25.8 9.0 g
Median 4.7 5.0 3.7 3.0 0.7 0.7 0.6 0.6 0.2 23.0 73 §

Source: Bloomberg, Guotai Junan International.
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GUOTAI JUNAN SECURITIES

CIFI ES Service (01995 HK)

Financial Statements and Ratios

Income Statement Balance Sheet
Year End 31 Dec (RMB m) 2020A 2021A 2022F 2023F 2024F Year End 31 Dec (RMB m) 2020A 2021A 2022F 2023F 2024F
Total revenue 3,120 4,703 6,752 9,029 12,162 PPE 86 112 164 222 292
- Property management services 1,757 2,654 3,908 5134 6,836 Investment properties 55 59 68 78 90
- Community VAS 790 1,009 1,551 2,159 2,946 Intangible assets 91 372 541 722 917
- VAS to non-property owners 572 867 1,146 1,466 1,869 Goodwill 471 1,344 1,606 1,684 1,708
- City services & others 1 82 146 269 511 Deferred tax assets 21 38 47 63 85
Cost of sales (2,140) (3,403) (4,936) (6,631) (8,949) Other non-current assets 12 13 0 0 0
Gross profit 980 1,300 1815 2,398 3213 Total non-current assets 736 1,938 2427 2,771 3,091
Other income and other net gains (10) 122 116 124 139
Administrative expenses (333) (465) (709) (993) (1,338) Trade and bills receivables 459 788 972 1,166 1,400
Expected credit loss on financial assets (32) (62) (53) (52) (69) Prepayments & other receivables 265 536 729 996 1,368
Other expense (5) 0) (14) (18) (24) Restricted cash 37 19 13 15 17
Operating profit 600 895 1,156 1,458 1,921 Cash & cash equivalents 3171 3,985 4,339 5,001 6,168
Finance costs 1) ®) U @ @ Total current assets 3931 5329 6,052 7,268 8,953
Profit before tax 598 891 1,155 1,457 1,919 Total assets 4,667 7,266 8,479 10,038 12,045
Income tax (156) (199) (266) (320) (422)
Profit after tax 443 693 889 1,136 1,497 Trade payables 363 586 762 991 1,288
Non-controlling interest (52) (76) (98) (114) (150) Accruals and other payables 693 1,106 1,167 1,238 1,314
Shareholders' profit/ loss 390 617 M 1,022 1,347 Contract liabilities 388 597 733 953 1,191
Basic EPS (RMB / share) 0.243 0.366 0452 0.584 0.769 Lease liabilities 14 11 13 15 17
Bank loan 0 1 0 0 0
Cash Flow Statement Provision for taxation 125 135 236 316 426
Year End 31 Dec (RMB m) 2020A 2021A 2022F 2023F 2024F Total current liabilities 1,583 2,438 2911 3,512 4,236
Operating activities
Profit before income tax 598 891 1,155 1,457 1,919 Borrowings 0 0 5 0 0
Finance costs - net (26) (38) ) ) (90) Lease Liabilities 16 9 12 16 20
D&A 67 73 54 75 99 Other long-term payables 5 21 33 53 85
Others 107 21 4“4 3 58 Deferred tax iabiliies 47 107 122 163 219
Changes in working capital: 84 100 (24) 26 32 Total non-current liabilities 67 137 172 231 324
Net cash from operations 830 1,047 1,159 1,523 1,953 Total liabilities 1,650 2,575 3,083 3,744 4,560
Taxes paid (121) (210) (159) (216) (278)
Cash from operating activities 709 837 1,000 1,308 1,675 Total shareholders' equity 2,893 4,444 5,050 5,835 6,876
Investing activities Minority interest 124 248 346 459 609
Acquisition of subsidiaries, net (30) (980) (484) (321) (289) Total equity 3017 4,692 5,396 6,295 7,485
Purchase of PPE (21) (37) (54) (72) (97)
Bank interest income received 28 40 72 78 92 Financial Ratios
Other investing cash flow 1 60 @ @ @ 2020A 2021A 2022F 2023F 2024F
Cash from investing activities (13) (917) (468) (317) (296) Revenue Growth (%) 66.1 50.8 436 337 347
Financing activities Gross Profit Growth (%) 764 327 397 321 34.0
Proceed from issue of shares 1,441 1,086 0 0 0 Shareholders' Net Profit Growth (%) 744 58.1 283 292 317
Interest expense ) (1) (1) @ @
Payment of lease liabilities (13) (15) 4 6 7 Gross Margin (%) 314 276 269 266 264
Dividends paid (102) (173) (185) (237) (307) Operating Profit Margin (%) 192 190 174 16.1 158
Others (52) 12 3 (5) 0 Net Margin (%) 125 131 "7 113 111
Cash from financing activities 1212 908 (179) (238) (302) ROE (%) 193 168 16.7 188 212
Net changes in cash 1,969 828 354 752 1,077 ROA (%) 10.9 10.3 10.1 11.0 12.2
Cash at beginning of year 1,284 3,17 3,985 4,339 5,091
Exchange losses (82) (14) 0 0 0 Total Liabilities/Total Assets (%) 353 354 36.4 373 379
Cash atend of year 3471 3,985 4,339 5,091 6,168 Net Gearing Ratio (%) Net Cash Net Cash Net Cash Net Cash Net Cash
Source: the Company, Guotai Junan International.
P/E (Basic) (x) 15.8 10.2 89 6.9 52
P/B (x) 21 14 14 12 10
Dividend Yield (%) 18 28 34 44 57

6 September 2022
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GUOTAI JUNAN SECURITIES CIFI ES Service (01995 HK)

Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition
Buy SEN Relative Performance>15%;
or the fundamental outlook of the company or sector is favorable.
Accumulate llog:=, Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral [SeE Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce el Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell S Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition

The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition

Outperform B o T Relative Performance>5%;
or the fundamental outlook of the sector is favorable.

Neutral eE s Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.

Underperform MR Relative Performance<-5%;
Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Except for SF REIT (02191 HK),JINSHANG BANK (02558 HK),BANKOFZHENGZHOU (06196 HK),XPENG-W (09868 HK),Guotai
Junan and its group companies do not hold equal to or more than 1% of the market capitalization of the issuer mentioned in this
Research Report.

(4) Guotai Junan and its group companies have had investment banking relationships with the issuer mentioned in this Research Report
within the preceding 12 months.

(5) Guotai Junan and its group companies are not making a market in the securities in respect of the issuer mentioned in this Research
Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of the issuer mentioned in this Research
Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan and its group companies.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited ("Guotai Junan™). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2022 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.
27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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