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CCXAP affirms Jinke Property Group Co., Ltd.’s long-term credit rating at BBy,
with stable outlook

Hong Kong, 19 October 2020 -- China Chengxin (Asia Pacific) Credit Ratings Company Limited
(“CCXAP?”) affirms the BB long-term credit rating of Jinke Property Group Co., Ltd. (“Jinke Property”
or the “Company”), with stable outlook. Jinke Property’s rating reflects the Company’s growing
contracted sales with reducing geographical concentration. However, the rating is also constrained
by its high debt leverage and weak liquidity.

Corporate Profile

Founded in 1998, Jinke Property was listed on Shenzhen Stock Exchange (Stock Code: 000656.S7)
in 2011. Jinke Property is one of the leading property developers in Chongqing with national market
coverage. In the first half of 2020, Sunac China Holdings Limited (“Sunac China”) transferred 11%
of Jinke Property’s shares to Red Star Furniture Group Co. Ltd.’s subsidiary in April and disposed
an additional 5% stake in May. As of 30 June 2020, Mr. Huang Hongyun was the controlling
shareholder of the Company by holding 29.98% of the shares with his concerted parties in
aggregate.

Rating Rationale

Credit Strengths

Growing contracted sales. The total contracted sales of Jinke Property increased by 6.6% year-
over-year (“YoY”) to RMB86.8 billion in the first half of 2020. The Company demonstrated a more
balanced geographical distribution. Eastern China, Chongging, Southwestern Region (excluding
Chongging), Central China, Southern China occupied 43%, 19%, 12%, 10% and 8% of its
contracted sales in 2020H1, respectively. Areas outside Chongqing contributed 81% of Jinke
Property’s contracted sales in 2020H1, increasing from 70% in 2019. According to CRIC’ statistics,
the Company ranked 16t in 2020H1, in terms of total contracted sales, among Chinese property
developers, slightly improved as compared to 17™ in 2019. In 2020H1, Jinke Property achieved
cash inflow from property sales of RMB84.6 billion with a collection rate of 97%. In the first nine
months of 2020, Jinke Property recorded total contracted sales of RMB147.4 billion, achieving
around 66.8% of its annual target of 2020. We expect the contracted sales growth of Jinke Property
to be moderate of around 10% in 2020.

Sufficient land bank with reducing geographical concentration. As of 30 June 2020, the
Company reported total saleable area in GFA of 74.0 million sgm, which could support its
development over the next 3 years. Jinke Property’s land bank was more geographically diversified,



of which Chongging accounted for 25.0% of total GFA as of 30 June 2020, declining from that of
28.6% at end-2019. Besides, Eastern China, Southwestern Region (excluding Chongging), Central
China, Southern China and Northern China occupied 25%, 16%, 17%, 8% and 4% of its land bank
at mid-2020, respectively.

Robust revenue growth with improved net profit margin. Jinke Property generated total
revenue of RMB30.3 billion in 2020H1, representing a YoY increase of 16.1%. Property sales
contributed a revenue of RMB28.2 billion in 2020H1, rising by 13.2% YoY. As of 30 June 2020, the
Company’s unearned revenue was RMB139.4 billion, around 1.9 times as compared to total
revenue of RMB72.0 billion for the last 12 months ended 30 June 2020. Considering abundant
resources to be recognized, we expect Jinke Property will demonstrate continuous increase in
revenue over the next 12-18 months.

Due to revenue recognition of projects with lower margins, the gross profit margin was 25.5% in
2020H1, a YoY decrease of 4.4 percentage points. Yet, the net profit margin was 14.1% in 2020H1,
moderately increasing by 1.9 percentage points YoY. This was due to the expense ratio of 8.1%
during the same period, decreasing by 2.2 percentage points YoY. Also, investment income from
joint ventures increased to RMB583.7 million in 2020H1 as compared to negative RMB178.1 million
in 2019H1.

Good access to capital markets. Jinke Property has good access to onshore capital market and
maintains a sound relationship with banks. As of 30 June 2020, the Company’s bank borrowings,
non-bank borrowings, bonds and notes payable accounted for 61.2%, 16.2%, 17.0% and 5.6% of
the total debt, respectively. In the first nine months of 2020, the Company issued 7 tranches of
bonds with total issuance volume of RMB6.8 billion at coupon rate ranging from 5.3% to 6.3% in
the onshore market. As of 30 June 2020, the Company had total bank credit facilities of RMB204.8
billion and the remaining amount was RMB126.3 billion.

Jinke Smart Services Group Co., Ltd. (“Jinke Smart”), formerly known as Jinke Property Services
Group Co., Ltd., is the platform for property management business established on 18 July 2000.
Jinke Smart was planned to be spun off from Jinke Property and applied for listing on the Hong
Kong Stock Exchange in June 2020. The upcoming H-share listing of property management
business would broaden the Company’s financing channels and favor its funding flexibility.

Credit Challenges

Exposure to lower-tier cities. Jinke Property has implemented its development strategies to
strengthen its presence in “four major economic zones and eight city clusters” and has achieved a
national footprint primarily focusing on second-and third-tier cities and, to a lesser extent, first- and
fourth-tier cities. In 2020H1, the Company acquired 87 new projects with a GFA of 13.7 million sgm
at a cost of RMB54.6 billion. Third and fourth-tier cities represented 34.4% of newly acquired GFA
in 2020H1. Although the weighting decreased from that of 71.2% in 2019H1, the Company remains
relatively large exposure to lower-tier cities. The economic fundamentals of lower-tier cities are
relatively weak, which are more vulnerable to market volatilities and thus cause destocking
pressure.



High debt leverage. Jinke Property’s debt leverage is high, given the Company's debt-fueled
business growth. The Company’s net gearing ratio was 139.0% as of 30 June 2020 as compared
with that of 138.4% at end-2019, indicating a slightly increased and still high debt leverage. In terms
of debt maturities, the proportion of short-term debt to total debt slightly decreased from 37.2% at
end-2019 to 36.1% as of 30 June 2020, manifesting a relatively high proportion of short-term debt.

Weak liquidity position. Jinke Property's cash to short-term debt ratio was 0.9x as of 30 June
2020. The Company reported a cash balance of RMB36.8 billion, which could not fully cover its
short-term debt of RMB42.8 billion. The regulatory authorities plan to progressively implement
"three red lines" to control the growth of interest-bearing debt of real estate enterprises. In view of
high debt leverage and weak liquidity position, the Company could face refinancing pressure under
the tightening financing environment. Jinke Property’s balance sheet was yet to be improved and
we will continue to monitor the Company’s liquidity position.

Rating Outlook

The stable outlook on Jinke Property’s rating reflects our expectation that the Company will register
a steady growth and maintain good sales execution. We also expect that the Company will keep
good access to capital markets over the next 12-18 months.

Rating Methodology

The methodology used in this rating is the Rating Methodology for Real Estate Development
Industry (December 2019).

Regulatory Disclosures

CCXAP’s Rating Symbols and Definitions are available on its website at:
http://www.ccxap.com/en/rating_services/cateqgory/6/

This rating is solicited. Please refer to CCXAP’s Policy for designating and assigning Solicited and
Unsolicited Credit Ratings available on its website at:
http://www.ccxap.com/en/rating_services/category/9/

The rating has been disclosed to the rated entity or its related party prior to publication, and issued
with no amendment resulting from that disclosure.

CCXAP considers a rated entity or its related party to be participating when it maintains an overall
relationship with CCXAP. Unless specifically noted in the Regulatory Disclosures as a non-
participating entity, the rated entity or its related party is participating and the rated entity or its
related party generally provides CCXAP with information for the purposes of its rating process.

Regulatory disclosures contained here apply to press release, rating report, and if applicable, the
related rating outlook or rating review.

CCXAP’s public ratings are available at www.ccxap.com (Rating Results) and may be distributed
through media and other means.
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Disclaimer

Credit ratings assigned by China Chengxin (Asia Pacific) Credit Ratings Company Limited (“CCXAP”) are
based on CCXAP’s rating principles of independence, fairness and objectivity. A credit rating reveals and
ranks specific risks, but it does not cover all risks embedded in the rated entity or the rated debt issue.

Credit ratings are not recommendations for investors to buy, sell or hold debt securities, nor measurements
of market value of the rated entities or the rated debt issues. While CCXAP has obtained information from
sources it believes to be reliable, CCXAP does not perform an audit and undertakes no duty of due diligence
or independent verification of information it receives from the rated entity.

All information published in this document belongs to CCXAP and is subject to change without prior notice by
CCXAP. CCXAP considers the information contained in this document reliable. However, all information is
provided on an "as is" and "as available" basis and CCXAP does not guarantee the accuracy, adequacy,
completeness or timeliness of any information included in this document. None of the information may be used,
including without limitation reproducing, amending, sending, distributing, transferring, lending, translating, or
adapting the information, for subsequent use without CCXAP's prior written permission.

CCXAP is not liable for any in whole or part caused by, resulting from or relating to any error (neglect or
otherwise) or other circumstance or contingency within or outside the control of CCXAP's or any of its directors,
officers, employees or agents in connection with the procurement, collection, compilation, interpretation,
analysis, editing, transcription, publication, communication or delivery of any such information, or any direct,
indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation
lost profits), even if CCXAP, or representatives thereof, are advised of the possibility of such damage, losses
or expenses.

China Chengxin (Asia Pacific) Credit Ratings Company Limited
Address: Suites 1904-1909, 19/F, Jardine House,

1 Connaught Place, Central, Hong Kong
Website: Www.ccxap.com

Email: info@ccxap.com
Tel: +852-2860 7111

Fax: +852-2868 0656
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