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Did you get a clear

look at China South City's assets? 1668.HK

Review of state-owned enterprise’s investment event

Comments on Key Events:
The Contact: . . . . .
« A Shenzhen state-owned enterprise bought its way into China South City's

Cric Securities largest shareholder seat at a low price, garnering positive performance from
the capital market. Under the quotation source from Guotai Junan, the bid price
Contact Mail: of CSCHCN 11 1/2/12/2022 increased from $50 on December 29 to $89 on
January 3, and decreased to $80 on January 5. The bid price of CSCHCN 10 7/8
research@cricsec.com 06/26/22 doubled from $40 on December 29 to $81 on January 3, and decreased

to $74 on January 5. The prices of two bonds maturing in 2023 also rose from $35
to $76, and fell to $70 on January 5. In Hong Kong stock market, the share price
of China South City rose from HK $0.48 on December 20 to a closing price of HK
$0.73 on January 3, before falling to HK $0.7 on January 5.

« There are two distinct standpoints after the rise in the price of the company's
securities as a result of this significant share purchase. In the positive view,
China South City is supported by core land assets and the "commerce logistics +"
business model with emphasis on operation. The participation of state-owned
enterprise may alleviate the pressure of short-term debt, and may further drive the
development of potential business model and the decrease of financing cost in the
long term. However, the other view is more cautious, that the "commerce logistics
+" model has a long investment cycle and a lot of capital precipitation, and whether
it can stimulate the potential of the business model needs to wait for a long time.
Furthermore, it remains to be seen whether there will be good cooperation
between the existing management and state-owned enterprises.

« No matter how far-reaching the impact of the stock purchase will be on the
medium and long term operation of China South City, it is an indisputable
fact that it still faces great financial pressure in the short term. From the
company's semi-annual results, the short-term interest-bearing debt are 14.52
billion Hong Kong dollars, while the company's cash and cash equivalents are only
5.2 billion Hong Kong dollars, ratio of cash to current debt is only 0.36, the
company still has US $970 million foreign bonds and 1.988 billion domestic bonds
to be repaid in 2022; Prior to revoking the company's rating on 12/16/2021, S&P
stated that China South City's liquidity would remain tight over the next 12 months
due to offshore refinancing difficulties and slowing contracted sales, which could
weaken further if the company fails to execute its asset disposal plan as
scheduled.

o CRIC Securities believes that HK $1.8938 billion obtained by equity financing
is obviously insufficient for the company to deal with the short-term liquidity
crisis, and the chemistry between state-owned enterprise and the company
is not clear. In short term, the company's credit level and liquidity need to be
evaluated based on the company's existing assets.

« Through detailed research, CRIC Securities has obtained first-hand data of
8 projects in China South City, including every business form and every
building.

. Risk warning: Market Risk, Research Risk, Data Risk
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Event

On 31 December, China South City Holdings Limited (1668.HK) announced that it
would issue 3.35 billion new shares to Shenzhen Construction and Development
Group or its wholly-owned subsidiaries at the subscription price of HK $0.57 per
share. The total proceeds from the issue of the subscribed shares are estimated
to be about HK $1,909.5 million. After deducting relevant expenses, The net
proceeds from the issue of subscription shares amounted to about HK $1,893.8
million. Upon completion of the subscription, Shenzhen Construction and
Development Group will account for 29.28% of the issued share capital of China
South City after the allocation and issuance of the additional Subscription shares.
The subscription Shares under this Agreement are priced at a discount of
approximately 17.39% to the closing price on the Date of the Subscription
Agreement and approximately 14.93% discount to the average closing price of the
last five consecutive trading days immediately preceding the Date of the
Subscription Agreement.

Research Scope

CRIC Securities conducted a field investgation of eight projects in China South
City, namely: Shenzhen China South City, Xi'an China South City, Chongqing
China South City, Hefei China South City, Zhengzhou China South City, Nanchang
China South City, Nanning China South City, and Harbin China South City.
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Table 1: Research Dimensions and Working Methods of Eight Projects in China South City
Dﬁﬁzﬁggzs Indicators (about single project) Working Methods
1 Total Land Area
2 Gross Floor Area Make a preliminary assessment
3 Land Area Available for Rent and Sale through the data of CRIC database,
4 Banking Land Usage and then check the actual situation
5 Service Life through the field exploration
6 Construction Progress
. Make a preliminary judgment on the
7 Area Available for Sale valuation of each project through the
CRIC database and the disclosure of
Valuation the company, and then check the
8 Future Valuation valuation level of the project through
the on-site research and sales staff
interview
9 Current Vacancy Rate of Trade
City/Outlets/Logistics Park _ _
Historical Vacancy Rate of Trade Data were obtained mainly through
10 Citv/Outlets/Logistics Park field research, photographic evidence
Y u gistics Fa collection, and interview of merchants
11 Main Tenant of Trade
Assets City/Outlets/Logistics Park
Status According to mobile phone signaling
tracking and big data, the monthly
, human flow of the project business in
12 Customer Flow of Trade City/Outlets the last three years was counted, and
weekdays and holidays were
distinguished
Contracted Sales of
13 . ) . .
Contracted Residential/Commercial Project _
Sales Contracted GFA of Contracted sales data of each project
14 and Selling  Residential/Commercial Project was recorded by CRIC database, and
Rate . 4 _ J _ then checked by field research
15 Sellllng Rate of Residential/Commercial
Project
Business Charging Model of Communicate and interview with
16 Business  Outlets/Logistics/Property investment promotion departments,
Model Management small and medium-sized tenants and
17 Property Area Under Management property management departments,
: i and investigate the operation of
Stability of " nether the parking lot, facilities and 3 yng fots, offices and facilities and
18 Project equipment of office and property are equipment of the project, and evaluate
Operation shut or not; Business Operation by taking photos and obtaining
Research evidence and recording interviews

Data Sources: CRIC Securities
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Example Of Research Results: Shenzhen China
South City

CRIC Securities conducted separated research on each business form and each
building in China South City from eight aspects, including commercial property,
trading center, commercial office, logistics, hotel, apartment, property under
construction and market contidion(of commercial /residential /office properties), to
restore the actual state of operation of the project. The following is an example of
the research results of the China South City project located in Shenzhen.

Picture 1: Distribution Map of Shenzhen China South City’s Business Form

Data Sources: CRIC Securities
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Table 2: Projects of Each Business Form that Shenzhen China South City Has

Business Form Project Name

Exchange Square( No.1, 2, and 5)
Wanda Plaza
Fuying Golden Street
South China Xiyuan Plaza
Leather Raw Materials Trading Center
Trading Center Electronic Manufacturing Goods Trading Center
Hardware, Chemical and Plastic Trading Center
Shenzhen Global Logistics Center
South China Development Building
Building 11, 12, 13 of Shenzhen Huayao City
Commercial Office Office Building in Block A of No.5 Exchange
Square
Headquarter Office Building of China South City
Investment Promotion Center

Logistics Tiedong Logistics Park
Hotel Vienna
Hotel James Joce Coffetel
7 Days Inn

Block B and C of No.5 Exchange Square
Staff Dormitory
Hefeng Mansion
Building 10 of Shenzhen Huayao City

Apartment

Property Under
Construstion

No.3 Exchange Square

Local Market Supply and Demand Condition of

Market Contidion Commercial /Residential /Office Properties

Data Sources: CRIC Securities

Please read the important 6/ 11 ﬁ:ﬁﬁﬁﬁ %#

disclaimer on the last page CRIC SECURITIES CO. LTD




e e i i it I o
CRIC SECURITIES CO. LTD Fixed income in-depth report | Real Estate

Picture 2: Preliminary Planning Map of Shenzhen Project (part of property not accomplished as planned)

Data Sources: CRIC Securities

Picture 3: Shenzhen China South City’s Commercial Property—Basic Information of No.1 Exchange Square
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Data Sources: CRIC Securities
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Picture 4: Shenzhen China South City’s Commercial Property—Shopping Mall of No.1 Exchange Square

Data Sources: CRIC Securities

Picture 5: Shenzhen China South City’s Commercial Property—E-commerce Industrial Park of No.1 Exchange
Square

Data Sources: CRIC Securities
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Picture 6: Shenzhen China South City’s Commercial Property—Summary of No.1 Exchange Square
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Data Sources: CRIC Securities

For detailed research report, please contact us according
to the home page.
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Risk Warning

Market Risk

The research of this paper is made under the current market and financing
environment, thus there will be a circumstance that market and financing
environment suddenly become positive and conclusion of this paper become not
in line with the actual situation.

Research Risk

Part of the conclusions of this paper are obtained through personnel field research,
and there could be some deviations in the field research results due to the
passage of time.

Data Risk

The data in this paper are from the public data and data from other third-party
platforms that CRIC collected and recalculated, which may affect the analysis
conclusion due to incomplete disclosure of the data itself
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Rating Guideline and Disclaimer

Disclosure

This report was prepared by CRIC Securities Co., Ltd. ("CRIC"). The relationship among CRIC, its subsidiaries, parent companies and/or affiliated
companies among the above-mentioned studied companies and their subsidiaries and/or affiliated companies are as follows:

CRIC and its subsidiaries, parent companies and/or affiliated companies have equity relationships with the listed corporation(s) studied in this
report.

CRIC and its subsidiaries, parent companies and affiliated companies have normal business relationships and/or equity relationships with the
listed corporation(s) studied in this report and their subsidiaries and or affiliated companies.

Analyst's assurance

The analysts who prepare this report give the assurance as follows:

The opinions contained in this report are only reflecting the personal views and opinions of analysts on the target company/or related securities to
be investigated; The analyst's indemnity will not directly or indirectly have anything to do with his opinions and opinions on research reports or
other businesses; Analysts are not directly supervised by other business departments; In addition to reporting directly to the CEO, analysts do not
need to report to any other business executives; Analysts do not violate the provisions of the quiet periods, such as buying or selling securities of
the listed corporation(s) studied in this report; Analysts and their associates are not employed by the listed corporation(s) studied in this report ;
The Analyst and/or his associates do not have any financial interest in the listed corporation(s) studied in this report.

CRIC has formulated policies and procedures for the purpose of identifying and managing any potential conflicts of interest related to its research
business. The analysts and other employees involved in research preparation and dissemination in CRIC must comply with the policies and
procedures, and have a reporting line independent of the management of CRIC’s business.

CRIC has established an information separation procedure (Chinese Wall) preventing the flow of information between different business lines,
ensuring that any confidential and/or price sensitive information can be properly handled.

Disclaimer

This report was prepared by authors independent of the above-mentioned studied companies and their subsidiaries and subsidiaries. CRIC
Securities Co., Ltd. ("CRIC") has no right to provide any information or representations or warranties on behalf of the listed corporation covered
in this report, its shareholders, its affiliated companies, or any other person related thereto. In particular, the opinions, estimates and forecasts
expressed in this report are entirely the opinions, estimates and speculations of the author, instead of any opinions, estimates and speculations of
the above-mentioned studied company, its shareholders, its affiliated companies or any other person or as the manager or underwriter of any
offering.

This report is prepared based on information that its author believed to be reliable, but CRIC has not independently verified the contents of this
report. The facts described in this report, as well as the opinions, estimates, forecasts and speculations expressed therein, are subject to changes as
of the date of this report without prior notice. There is no representation or warranty, express or implied, of the impartiality, accuracy, completeness
or reasonableness of the information, opinions, estimates, forecasts and conjectures contained in this report, nor shall it rely on the impartiality,
accuracy, completeness or reasonableness of such information, opinions, estimates, forecasts and conjectures. In no event will CRIC Securities
Co., Ltd., the above-mentioned studied company, its shareholders, or any other person be liable for any losses caused by the use of this report or
its contents or other reasons related thereto.

This report does not constitute an offer, invitation or solicitation for subscription or purchase of any securities or form part of an offer, invitation
or solicitation for subscription or purchase of any securities. Nothing in this report constitutes the basis of any contract or acceptance, nor does it
serve as the basis of any contract or acceptance. Any decision to purchase or talk about the purchase of securities in any Offering must only be
based on the information related to the Offering contained in the Prospectus or other Offering Circular issued by the Company(s) mentioned in
this research.

This report is strictly confidential to the addressee. This report is for the reference of professional investors only and shall not be copied, distributed
or directly or indirectly transmitted to any other person or published in whole or in part for any purpose. This report and any copy shall not be
obtained or transmitted in the United States, Canada or Japan, nor shall it be directly or indirectly distributed or provided or transmitted to any
American person in the United States, Canada or Japan (Based on the meaning of Regulation S of the United States Securities Act of 1933 as
amended). The distribution of this report in other jurisdictions may be restricted by law, and the holder of this report should understand and abide
by any such restrictions. By receiving or reading this report, you shall be deemed to agree to comply with the above instructions. Any failure in
complying with these restrictions may constitute a violation of U.S. or other relevant securities laws.

This report is distributed in Hong Kong only to Professional Investors (as defined in “the Securities and Futures Ordinance” (Chapter 571
Securities and Futures Ordinance of Hong Kong) and any laws and regulations promulgated in Hong Kong) and without violating the securities
laws of Hong Kong.

The opinions, estimates, forecasts and speculations (if any) contained in this report are our current opinions as of the date of this report based on
information that may be inaccurate or incomplete. The customer should consider whether the comments are suitable for their specific
circumstances and seek professional advice from a financial adviser regarding the suitability of such products when necessary before taking any
action based on any comments in this report.

The forecasts, speculations and valuations involved in this report are purely guesses based on some contingencies. The Customer shall not regard
any forecast, speculation or valuation contained in this report as any statement or guarantee by any person that such forecast, speculation or
valuation or its related assumptions will be realized.

This report is the property of CRIC. No one or organization are allowed to reproduce, distribute, circulate, broadcast or use it for any commercial
purpose without CRIC's prior written consent, and CRIC will not assume any responsibility for any third party due to the reproduction or
distribution of all or part of this report.

Investors should note that all investments involve risks and past performance information presented is not indicative of future performance.
Investors should further understand the details of the index, including the characteristics of index products and risk factors. CRIC (CE No.:
BAL779) is regulated by the Securities and Futures Commission in Hong Kong with Type 1 (dealing in securities), 4 (advising on securities) and

9 (Asset Management) licenses.
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