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Non-rating Action Commentary: Market restructure continues
Property sales decline eased. China’s property sales decline eased for the first time this year in the cities where supportive
policies were introduced. Property sales saw some recovery in the months of May and June, reversing a decline in the first
four months of the year. However, the recovery was not able to sustain itself in the first three weeks of July. We expect the
decline in property sales to stabilize further in the second half of 2022. In our view, the worst of the housing market downturn
may be over, although the market is still a long way from a full recovery. The property industry’s supply-demand dynamics are
likely to improve gradually over the next three to five years, in our view.
Exhibit 1: Residential property sales
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More supportive policies to be introduced. The Chinese government has introduced a series of measures to stabilize the
real estate market since the beginning of 2022, including making it easier for developers to obtain escrow funds for presales;
reducing down payment ratios for first-time home buyers; and allowing commercial banks to lower their mortgage rates. Some
other supporting policies include relaxing merger and acquisition financing and encouraging quality developers to acquire
distressed assets. In July, thousands of homebuyers across China refused to pay the mortgages on the properties they
purchased. We expect the government to take further steps to announce more policies to avoid the spread of risk and market
panic. It is reported that China will launch a real estate fund of around RMB300 billion to assist real estate developers to
reduce financial burdens and restore market confidence.
Consolidation and restructuring of the market continue. We expect further consolidation and restructuring of the Chinese
real estate market, with state-owned developers taking over from financially distressed developers. The government is likely
to participate in (if not lead) the restructuring. This will increase market concentration and reduce the economy’s reliance on
the real estate sector. In the first half of 2022, the financing pressure on Chinese property developers remains, with privateowned developers largely cut off from all funding channels. Real estate financing declined during this period, with real estate
development funding down 25% year on year. In the first half of 2022, the total amount of real estate bond issuance in the
offshore market was USD7 billion, accounting for only 24% of the total amount of offshore real estate bonds due in the same
period, indicating the majority of the maturities are due and cannot be refinanced. For weaker property developers, especially
those with shorter offshore maturities, access to financing is further restricted.
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DISCLAIMER
Pengyuan Credit Rating (Hong Kong) Company Ltd (“Pengyuan International”, “Pengyuan”, “the Company”) prepares various credit research
and related commentary (collectively “research”) in compliance with the established internal process. The Company reserves the right to
amend, change, remove, publish any information on its website without prior notice and at its sole discretion.
The research is subject to disclaimers and limitations. RESEARCH AND CREDIT RATINGS ARE NOT FINANCIAL OR INVESTMENT
ADVICE AND MUST NOT BE CONSIDERED AS A RECOMMENDATION TO BUY, SELL OR HOLD ANY SECURITIES AND DO NOT
ADDRESS/REFLECT MARKET VALUE OF ANY SECURITIES. USERS OF RESEARCH AND CREDIT RATINGS ARE EXPECTED TO BE
TRAINED FOR INDEPENDENT ASSESSMENT OF INVESTMENT AND BUSINESS DECISIONS.
This research is based solely on the public data and information available to the authors at the time of publication of this research. For the
purpose of this research, the Company obtains sufficient quality factual information from public sources believed by the Company to be
reliable and accurate. The Company does not perform an audit and undertakes no duty of due diligence or third-party verification of any
information it uses in the research. The Company is not responsible for any omissions, errors or inconsistencies of the public information
used in the research.
NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS OR COMPLETENESS OF ANY INFORMATION GIVEN
OR MADE BY THE COMPANY IN ANY FORM OR MANNER. In no event shall the Company, its directors, shareholders, employees,
representatives be liable to any party for any damages, expenses, fees, or losses in connection with any use of the information published by
the Company.
This research focuses on observing trends from the credit markets. This research has not been made available to any issuer prior its
distribution to the public. The Company does not receive compensation for its research.
The Company reserves the right to disseminate its research through its website, the Company’s social media pages and authorised third
parties. No content published by the Company may be modified, reproduced, transferred, distributed or reverse engineered in any form by
any means without the prior written consent of the Company.
The Company’s research is not intended for distribution to, or use by, any person in a jurisdiction where such usage would infringe the law. If
in doubt, please consult the relevant regulatory body or professional advisor and ensure compliance with applicable laws and regulations.
In the event of any dispute arising out of or in relation to our research, the Company shall have absolute discretion in all matters relating to
resolving the dispute, including but not limited to the interpretation of disclaimers and policies.
Copyright © 2022 by Pengyuan Credit Rating (Hong Kong) Company Ltd. All rights reserved.
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