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CCXAP affirms Fantasia Holding Group Co., Limited’s long-term credit rating at
BBg-, with stable outlook

Hong Kong, 23 October 2020 -- China Chengxin (Asia Pacific) Credit Ratings Company Limited
(“CCXAP”) affirms the BBg- long-term credit rating of Fantasia Holdings Group Co., Limited
(“Fantasia” or the “Company”), with stable outlook. Fantasia’s rating reflects the Company’s
growing contracted sales amid COVID-19 outbreak and diversified income from property operation.
However, the rating is also constrained by the Company’s small operating scale and lack of
geographical diversity of its land bank.

Corporate Profile

Fantasia, founded in 1996, is a Chinese property developer listed on the Hong Kong Stock
Exchange (Stock code: 1777.HK). As of 30 June 2020, Ms. Zeng Jie Baby, the founder and the
ultimate controlling shareholder of the Company, held 57.45% of the Company’s share interest
through Fantasy Peral International Limited and Ice Apex Limited.

Rating Rationale

Credit Strengths

Robust contracted sales growth amid COVID-19 outbreak. Fantasia continued its robust
contracted sales growth. The amount of contracted sales grew to RMB17.5 billion in the first half of
2020, representing a YoY increase of 32.9%. Although its contracted sales slumped amid the
COVID-19 outbreak in the first quarter of 2020, the Company was able to bounce back rapidly
starting from March. According to CRIC’s statistics, the Company ranked 60th among Chinese
property developers in terms of contracted sales amount in 2020H1.

Most of the contracted sales were contributed by residences, which accounted for 86% of the
contracted sales amount in 2020H1. Urban complexes accounted for the rest of them. In terms of
distribution by region, Chengdu-Chongqing Metropolitan Area remained the main region of
contracted sales contributing 49% of its contracted sales amount, followed by Yangtze River Delta
Metropolitan Area (23%) and Bohai Rim Metropolitan Area (15%).

In the first nine months of 2020, the Company recorded total contracted sales of RMB32.7 billion,
achieving 72.7% of its RMB45 billion contracted sales goal for 2020. The Company claimed that
the estimated salable resources will be RMB35 billion for the second half of 2020 given that 1-2
projects will roll out each month. As of 30 June 2020, the Company had 9 projects set to be
completed before the end of 2020, 5 of which are located in Yangtze River Delta Metropolitan Area



with a total GFA of 879,910 sgm under construction. If the Company achieves a sell-through rate
of around 65% in the second half of the year, it is expected that the Company’s annual target can
be met.

Diversified income from property operation. Fantasia’s income came from two major pillars,
which include property development and property operation services. Property development
remained the most important source of revenue totaling RMB6.6 billion, representing 74% of the
total revenue in 2020H1, as compared with RMB5.7 billion and 70% in 2019H1 respectively. Also,
property operation services generated a revenue of RMB2.1 billion with a percentage share of 24%,
as compared with RMB2.1 billion and 26% respectively. The Company operated its property
operation service segment through its subsidiary, Colour Life Services Group Co., Limited (“Colour
Life”). As of 30 June 2020, the total contracted Gross Floor Area (“GFA”) of Colour Life reached
563.7 million sgm covering 279 cities in China. Given the solid contribution of revenue from Colour
Life, we expect that property operation services segment will bring a recurring income to the
Company over the next 12-18 months.

Growing revenue with improvement in gross profit margin. Fantasia recognized a total
revenue of RMB9.2 billion in 2020H1, a 7.7% YoY increase as compared with RMB8.6 billion in
2019H1. Its gross profit margin demonstrated an improvement as it climbed from 29.6% in 2019H1
to 33.6% in 2020H1. The increase in gross profit margin was mainly due to the higher gross profit
of the projects delivered during the period. We expect that the Company will maintain a healthy
gross profit margin given its stability in the past three years.

Sufficient liquidity position. As of 30 June 2020, Fantasia had cash reserves of RMB25.2 billion.
The Company’s cash to short term debt ratio stood at 1.7 times, which was considered a healthy
liquidity position. Also, Fantasia had a good access to offshore and onshore capital markets. In the
first nine months of 2020, the Company issued a total of 4 offshore bonds at coupon rate ranging
between 7.95% and 11.88%. We expect that the refinancing risk of Fantasia is manageable over
the next 12-18 months given its track record of good liquidity.

Credit Challenges

Land bank lacking geographical diversity. Fantasia held a concentrated land bank while
adopting the “5+N” investment strategies, in which it aims at deepening its penetration into the five
major economic areas and key cities. As of 30 June 2020, Fantasia reported a total land bank of
approximately 12.4 million sgm. In terms of region, Chengdu-Chongqing Metropolitan Area
accounted for more than half of the Company’s land bank, representing 55% of the total. The
remaining proportion was shared by Central China Metropolitan Area (13%), Bohai Rim
Metropolitan Area (12%), Yangtze River Delta Metropolitan Area (11%), Guangdong-Hong Kong-
Macao Greater Bay Area (9%) and Overseas (0.2%) respectively. As Fantasia’'s land bank was
geographically concentrated on Chengdu-Chongging Metropolitan Area, it is more vulnerable to
the downturn risk of regional real estate market as well as regulation risk. In April 2020, Chongging
government announced the plan to lower threshold on its household registration in order to attract
commerce, talents and students. It is believed that such measure will strengthen the demand for
properties, reducing the possibility of downturn risk of the local real estate market.



Fantasia adhered to its “5+N” strategy in its recent land acquisitions. The Company added 18 land
parcels as of 18 August 2020 with a total GFA of 3 million sgm and an attributable GFA of 1.63
million sgm. It made its first entry into tier 1 and tier 2 cities like Chongging, Foshan, Shaoxing,
Zhengzhou and Nantong. Meanwhile, the Chengdu-Chongging Metropolitan Area still remained
the spotlight of the Company, accounting for 44% of the newly acquired land area. Yangtze River
Delta Metropolitan Area and Guangdong-Hong Kong-Macao Greater Bay Area had increased
importance, contributing 27% and 14% of the newly acquired land area, respectively. Bohai Rim
Metropolitan Area (10%) and Central China Metropolitan Area (5%) had the smallest share.

Modest debt leverage. As of 30 June 2020, Fantasia’s total debt increased by 7.8% to RMB41.2
billion, as compared with RMB38.1 billion as of 31 December 2019. The Company maintained a
modest net gearing ratio of 78.3% as of 30 June 2020 as compared with 73.5% as of 31 December
2019. By debt maturity, the short-term debt accounted for a larger proportion of total debt,
increasing from 30.1% at end-2019 to 36.1% at mid-2020, reflecting a shortened debt maturity and
a larger financial pressure faced by the Company in the short term. In terms of debt structure, the
proportion of bank loans, offshore and onshore pressure bonds accounted for 16.6%, 57.3% and
13.9% as of 30 June 2020, respectively. We expect Fantasia’s debt leverage to remain modest
over the next 12-18 months.

Larger exposure to joint venture partnership. Fantasia’s interest in newly acquired land projects
was 54% as of 18 August 2020. Though joint venture partnership accelerated the pace of
expansion and mitigated investment risk, it could reduce the Company’s financial transparency.
This concern was partly mitigated by the fact that the Company cooperated with reputable real
estate developers such as COFCO, China Fortune Land and Longfor. Fantasia targeted to increase
its interest in land projects to 60% or above in 2020H2.

Rating Outlook

The stable outlook on Fantasia’s rating reflects our expectation that the Company could maintain
contracted sales growth supported by core markets. We also expect that the Company’s credit
metrics will remain stable in 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/
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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.

The first name below is the lead rating analyst for this rating and the last name below is the person
primarily responsible for approving this rating.
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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
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