
This section contains certain information, statistics and data which are derived from

official government publications and an industry report prepared by CIA based on

information from its database, public available sources, industry reports, data obtained

from interviews and other sources. The information from official government publications

may not be consistent with information available from other sources within or outside the

PRC and Hong Kong. We believe that the sources of the information in this section are

appropriate sources for such information and have taken reasonable care in extracting

and reproducing such information. We have no reason to believe that such information is

false or misleading or that any part has been omitted that would render such information

false or misleading. The information derived from official government publications has

not been independently verified by us, the Sole Sponsor, the [REDACTED], the Joint

[REDACTED], the Joint [REDACTED], the [REDACTED], the [REDACTED], any of

our or their respective directors, officers or representatives or any other person involved

in the [REDACTED] and no representation is given as to its accuracy.

BACKGROUND AND METHODOLOGIES OF CIA

We purchased the right to use and quote various data from publications by CIA at a total
sum of RMB800,000 and supplemented these with data obtained from public sources where
applicable. CIA has conducted research on the Top 100 Property Management Companies since
2008. In its research, CIA considers property management companies that have managed at
least ten properties or an aggregate GFA of 500,000 sq.m. or above for the previous three years.
CIA uses research parameters and assumptions and gathers data from a multitude of primary
and secondary sources, including public data from property management companies (including
data from reported statistics, websites and marketing materials), surveys that it has conducted
on property owners regarding their level of satisfaction, data from the China Real Estate Index
System, public data from relevant governmental authorities and data gathered for CIA’s prior
published reports. CIA derives its rankings of overall strength of property management
companies primarily by evaluating each property management company’s management scale,
operational performance, service quality, development potential and social responsibility. CIA
assesses the growth potential of a property management company primarily in terms of revenue
growth rate, growth rate of total GFA under management, total GFA of contract reserve, total
number of employees and composition of employees. In this section, the data analysis is
primarily based on that of the Top 100 Property Management Companies.

In preparing the CIA Report, CIA assumed that: (i) the social, economic and political
conditions in the PRC and the world will remain stable during the forecast period;
(ii) government policies on the property management industry in the PRC will remain
unchanged during the forecast period; (iii) all published data by the relevant statistics bureaus
are accurate; and (iv) all information relating to residential sales transactions collected from
the relevant local housing administrative bureaus is accurate.
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THE PRC PROPERTY MANAGEMENT INDUSTRY

Overview of the property management industry

The property management industry emerged in 1981 in the PRC, when the first PRC
property management company was founded. Followed by the official promulgation of the
Regulations on Property Management (《物業管理條例》) in 2003 and Property Law of
People’s Republic of China (《中華人民共和國物權法》) in 2007, the regulatory framework
for the property management industry gradually took shape and legalisation further deepened,
and an open and fair market system for the industry was established. The PRC property
management industry now services a wide range of properties, including residential properties,
commercial properties, offices, public properties, industrial parks, schools, hospitals and other
properties.

Major fee models in the PRC property management industry

In the PRC, most property management companies generate revenue from property
management services. In addition, property management companies may also generate revenue
from other value-added services, including, among others, consultancy services, engineering
services and community value-added services such as common area operation, housekeeping,
property agency, finance, community elderly care and nursing services.

In the PRC, property management fees may be charged either on a lump sum basis or a
commission basis. According to CIA, the lump-sum fee model for property management fees,
which means property owners pay a fixed and all-inclusive property management fees to
property management service providers, is the dominant fee model in the property management
industry in China, especially for residential properties. The lump-sum fee model can
incentivise property management service providers to optimise their operations to enhance
profitability. On the other hand, according to CIA, customers that require property management
services for non-residential properties are often single property owners which require more
customised services. Therefore, it is common to adopt a fixed annual or monthly property
management fee, which is determined based on number of staff deployed, multiplied by
number of factors, such as service scope and standards, service quality requirements and profit
margins. From time to time, areas that require property management services would not be set
out in the property management service agreement to reflect the scope of services. In such case,
according to CIA, property management fees are usually determined based on the number of
staff required to be deployed for provision of property management services for such
non-residential property. In contrast, the commission model is increasingly adopted for
non-residential properties. The commission model allows property owners to exercise their
own rights. It increases the financial transparency of the process of property management,
alleviating the conflicts between property management companies and property owners, highly
advancing the marketisation process of the property management industry.
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The following chart sets out the average property management fees rate for residential
properties in top 20 cities in the PRC during the period indicated.
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Note: Top 20 cities in the PRC are Beijing, Shanghai, Guangzhou, Shenzhen, Tianjin, Wuhan, Chongqing, Nanjing,
Hangzhou, Chengdu, Changsha, Changzhou, Kunming, Ningbo, Qingdao, Suzhou, Wuxi, Jinan, Hefei and
Nanchang.

Overview of the Top 100 Property Management Companies

In recent years, following the rapid urbanisation and continuous growth in per capita
disposable income, the GFA and number of property projects managed by the Top 100 Property
Management Companies have increased rapidly. The GFA under management of the Top 100
Property Management Companies increased to approximately 48.78 million sq.m. in 2020 from
approximately 23.62 million sq.m. in 2015, representing a CAGR of approximately 15.62%.
The average number of property projects managed by the Top 100 Property Management
Companies increased to 244 in 2020 from 154 in 2015, representing a CAGR of approximately
9.64%.

The following chart presents the rise in average GFA under management, average number
of property projects under management and market share for the Top 100 Property Management
Companies in the years indicated:
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Corresponding to the growth in GFA and number of property projects under management

and consistent efforts in diversified operations, the average annual revenue of the Top 100

Property Management Companies increased to approximately RMB1,173.39 million in 2020

from approximately RMB540.77 million in 2015, representing a CAGR of approximately

16.76%.

Under the trend of transformation and upgrading of property management companies to

sophisticated and specialised service integrators, property management companies will

gradually outsource traditional property management services to more specialised companies,

focusing more on customer experience and service quality, constantly introducing the concepts

of “steward service”, “one-stop service” and “all-round service” to meet the needs of property

owners and residents. In 2020, the average annual revenue derived from property management

services of the Top 100 Property Management Companies was approximately RMB914.43

million, representing a year-on-year increase of approximately 11.92%, with a CAGR of

approximately 15.22% from 2015 to 2020. On the other hand, the average revenue derived

from diversified operations of the Top 100 Property Management Companies in 2020 reached

approximately RMB258.97 million, representing a year-on-year increase of approximately

16.08%, with a CAGR of approximately 23.42% from 2015 to 2020.

The following chart presents the rise in average revenue derived from property services

and value-added services of the Top 100 Property Management Companies in the years

indicated:
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Over a long time in the past, due to the natural affiliated relationship between property

management companies and property development companies, property management services

are generally undertaken by the property management companies which are subordinated

companies of the property development companies for the purpose of convenient and

immediate communications and resolution of subsequent property maintenance and repairing

and other issues. Therefore, compared with independent and market-oriented property

management companies, property management companies with developer background are more

advantageous in the market when undertaking parent company’s projects. According to CIA,

in 2020, over 70% of the 2020 Top 100 Property Management Companies had property

development background, among which over 50% of their respective GFA under management

are sourced from their affiliated property developers.

According to CIA, the geographical coverage of the Top 100 Property Management

Companies has also been expanding in the recent years. In 2020, the number of cities in which

the Top 100 Property Management Companies had operations increased to 34, representing an

increase of seven cities as compared with 2015.

Among the properties under management, residential properties continue to be the

dominant type of property. However, the Top 100 Property Management Companies have

accelerated the market expansion of non-residential properties in recent years due to many

advantages such as huge market potential, high average price of property management fees,

high collection rate and easier price increase when compared to residential properties. The

chart below sets out the average GFA under management of residential properties and

non-residential properties managed by the Top 100 Property Management Companies in the

years indicated:
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According to CIA, given (i) more costs are generally incurred for maintenance of
facilities in non-residential properties; (ii) entry barrier for providing property management
services for non-residential properties are generally higher than those for residential properties
(please refer to the paragraph headed “Entry barriers” in this section below); and (iii) there are
more governmental restrictions imposed on the property management fees for residential
properties in the PRC, the industry’s average monthly property management fees for residential
properties are generally lower than non-residential properties, in particular those featuring
contemporary facilities. The following table sets out the average monthly property
management fees rates of the Top 100 Property Management Companies in China (in RMB per
sq.m. per month) for residential and different types of non-residential properties between 2016
and 2020:

Year

Residential
property Non-residential property

Commercial
premises

Office
premises

Public
premises

Industrial
park premises

School
premises

Hospital
premises

Other types
of properties

Overall
non-residential

properties
(Note)

2016 2.31 7.04 7.86 3.76 5.63 3.38 6.87 5.99 6.29
2017 2.30 7.02 7.88 3.78 3.64 3.41 6.88 5.98 6.28
2018 2.25 7.01 7.84 3.72 3.61 3.58 6.84 5.92 5.92
2019 2.09 6.28 6.99 3.38 3.31 3.25 6.22 4.02 5.15
2020 2.05 6.23 6.93 3.41 3.29 3.26 6.24 3.02 4.99

Note: Represents the average of monthly property management fees rate of the Top 100 Property Management
Companies for various types of non-residential properties, including commercial premises, office premises
etc..

In the cost-constrained market environment, the Top 100 Property Management
Companies reduce labour costs by outsourcing basic property management operations,
optimise and transform property management services by adoption of technology, adopt
energy-saving and environmental protection measures and closely monitor and control of
equipment use. Such measures allowed the Top 100 Property Management Companies to
reduce the costs incurred in equipment operation and maintenance, and promote the steady
growth of per capita output value and per capita area under management. The graph below
illustrates the changes of operating cost ratio of the Top 100 Property Management Companies
during the period indicated:
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Note: Operating cost ratio represents operating cost divided by revenue of property management companies.

INDUSTRY OVERVIEW

– 148 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.



The Top 100 Property Management Companies have benefited from economies of scale

and also become increasingly profitable. The average net profits for the Top 100 Property

Management Companies increased from approximately RMB39.17 million in 2015 to

approximately RMB104.55 million in 2020, representing a CAGR of approximately 21.70%.

Overview of property management industry in Southwestern China and Yangtze River
Delta region

The market size in terms of total GFA under management in Southwestern China

increased from approximately 2.26 billion sq.m. in 2015 to approximately 3.42 billion sq.m. in

2020, representing a CAGR of approximately 8.66%. The total GFA under management of the

property management industry in Yangtze River Delta Region increased from approximately

4.28 billion sq.m. in 2015 to approximately 5.65 billion sq.m. in 2020, representing a CAGR

of approximately 7.62%. According to the forecast of CIA, the total GFA under management

in Southwestern China and Yangtze River Delta Region will reach approximately 4.59 billion

sq.m. and 7.15 billion sq.m. in 2025, respectively.

The total GFA under management of the property management industry in Southwestern
China and Yangyze River Delta Region, 2015-2025E
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According to CIA, the average monthly property management fees of the Top 100

Property Management Companies in Southwestern China were approximately RMB2.84 per

sq.m., RMB2.87 per sq.m., RMB2.90 per sq.m., RMB2.86 per sq.m., RMB2.88 per sq.m and

RMB2.84 per sq.m., respectively, from 2015 to 2020. The average monthly property

management fees of the Top 100 Property Management Companies in Yangtze River Delta

Region were approximately RMB4.34 per sq.m., RMB4.70 per sq.m., RMB4.38 per sq.m.,

RMB4.43 per sq.m., RMB4.34 per sq.m. and RMB4.31 per sq.m., respectively, from 2015 to

2020. The following chart presents the average monthly property management fees of the Top

100 Property Management Companies in Southwestern China and Yangtze River Delta region

between 2015 and 2020.
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GROWTH DRIVERS OF PRC PROPERTY MANAGEMENT INDUSTRY

Favourable policies for the property management industry

Introduction of favourable laws, regulations and policies serves as a critical foundation

for the health and growth of China’s property management industry. The promulgation of the

Regulations on Property Management (《物業管理條例》) in 2003 by the State Council was a

milestone in the regulatory history of the PRC property management industry. Subsequently,

a series of favourable policies supporting the development of the property management

industry have come into effect, including (i) the Circular of the NDRC on Relaxing Price

Controls in Certain Services (《國家發展改革委關於放開部分服務價格意見的通知》) which

was issued in December 2014 and requires provincial level price administration authorities to

abolish all price control or guidance policies on non-government supported properties other

than government-supported housing, housing reform properties, properties in old residential

areas and preliminary property management services; (ii) the Guiding Opinions of the General

Office of the State Council on Accelerating the Development of the Resident Service Industry

to Promote the Upgrade of Consumption Structure (《國務院辦公廳關於加快發展生活性服務
業促進消費結構升級的指導意見》) (“Standardisation Guidance Opinion”) which was

issued in November 2015 and aimed to further standardise the provision of property
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management services as part of the industrial upgrade and diversification of the resident

service sectors; and (iii) the Civil Code of the PRC (《中華人民共和國民法典》) which was

promulgated in May 2020 and aimed to further clarify, among others, the rights and obligations

of property owners and property management service providers and enhance efficiency of

voting of property owners in relation to property management matters.

Apart from favourable policies for the property management industry on national level,

local governments of Southwestern China, Yangtze River Delta region and Central China

region also introduced various laws, regulations and policies which supported the growth of

local property management industry. The promulgation of Chongqing City Regulations on

Property Management (Amendment) (《重慶市物業管理條例(修訂草案)》) in 2019

standardised property management district adjustments, stipulates the process of property

inspection, legal effects of inspection agreements, requirement for regular disclosure by

property service companies and property owners’ committee of information on revenue and

expenses. Between 2019 and 2020, local government of Chongqing City, Sichuan Province,

Jiangsu Province promulgated relevant property management enterprises information

management measures (such as《物業服務企業信用信息管理辦法》 and《物業服務企業信用
評價管理辦法》), which introduced the credit ranking system of property management

companies and standardised service standard of property management companies. Such

policies provides guidance to property management companies to improve their service quality,

achieve better development, and promote a shift of regulations and supervision by government

authorities to market supervision which would unleash industry vitality and potential.

The favourable policies also encourage the development of smart communities. The

Guidelines for Smart Communities Construction (Trial) (《智慧社區建設指南(試行)》) issued

in 2014 by the MOHURD encourage an upgrade of traditional property management services

through digitisation and smart management. It broadens the scope of property management

services and brings more prospects for the property management industry. In August 2014, the

NDRC released the Guiding Opinion on the Promotion of the Healthy Development of Smart

Cities (《關於促進智慧城市健康發展的指導意見》) which laid out a comprehensive plan for

the development of smart cities in the PRC. In December 2018, the NDRC promulgated the

Notice on Continuing to Evaluate the Development of New Smart Cities and Further Promoting

the Rapid and Healthy Development of New Smart Cities (《關於繼續開展新型智慧城市建設
評價工作深入推動新型智慧城市健康快速發展的通知》). In December 2020, the MOHURD,

together with five other government authorities, jointly issued the Opinions on Promoting

Property Service Enterprises to Accelerate the Development of On-Line and Off-Line Life

Services (《關於推動物業服務企業加快發展線上線下生活服務的意見》). Pursuant to which,

the future property management industry will mainly focus on building a smart property

management service platform, universal data collection, promoting property management

intelligence, integrating on and off-line services, etc..
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In January 2021, the MOHURD, together with nine other government authorities, jointly

issued the Property Management Notice which emphasises aspects of enhancing residential

property management include, among others, improving the structure of property owners’

association, improving the level of property management services, promoting the development

of community services, and regulating the use and management of maintenance funds to

strengthen the supervision and management of property services. Other relevant government

authorities also promulgated detailed policies related to the various aspects of developing

smart cities. These policies provide comprehensive policy support and clear guidance on smart

city development for property management companies in the PRC. Please refer to the section

headed “Regulatory overview” in this document for further information of the laws and

regulations in relation to the property management industry in the PRC.

In July 2021, the MOHURD, together with eight other government authorities, jointly

issued the Continuous Improvement Notice. This notice accelerates the development of the

property management industry and promotes high-quality property management services. CIA

is of the view that:

(a) the Continuous Improvement Notice emphasises on standardising specific

operational-related regulations set out in the Civil Code of the PRC, the Regulations

on Property Management and other provisions;

(b) the issuance of the Continuous Improvement Notice focuses on (i) improving

systems and mechanisms; and (ii) standardising market order, which helps to resolve

existing problems and issues in the property management industry in the PRC;

(c) in respect of the real estate market in the PRC as a whole, the Continuous

Improvement Notice helps to standardise such market and promote further

development within the industry by eliminating companies that (i) do not comply

with the relevant laws and regulations; and (ii) provide services that are not up to

the standard; and

(d) the Continuous Improvement Notice benefits property management companies

which have standardised operations, in particular those providing high-quality

services with standardised operations. With more scrutinised supervision, it is

expected that high-quality property management companies will stand out, which

would eventually help them to expand their market share and geographic coverage.

Growth in demand for property management services

Since 1949, there had been three peaks of population growth. People who were born in

the third population peak have reached 32 to 40 years old in 2020, and this age group has strong

demand for properties as their first home or their upgraded house, which in turn drives the

growth of the related property management industry. The level of urbanisation in the PRC has

increased continuously in recent years and is also the underlying driver for the growth of the

property management industry. According to CIA, the urbanisation rate (being the projected
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average rate of the size of the urban population during a given period) in the PRC increased

from 33.40% in 1998 to 63.89% in 2020, with the urban population increasing by

approximately 22.07 million on average each year. Disposable income of urban residents has

also steadily increased to approximately RMB43,834 per capita in 2020 from approximately

RMB17,175 per capita in 2009, representing a CAGR of approximately 8.89% from 2009,

driving their increasing demand for quality property management services, and creating growth

opportunities for property management companies.

Growth in supply in commodity properties

Over the past two decades, driven by rapid economic development, loosen monetary

environment and strong demand, the real estate market has experienced rapid growth. In 2020,

the cumulative contracted sales GFA of commodity properties was approximately 9.45 times of

that in 2000, reaching approximately 1.76 billion sq.m. which was increased from

approximately 1.29 billion sq.m. in 2015, representing a CAGR of approximately 6.51%. The

total GFA of the newly constructed commodity properties increased from approximately 1.54

billion sq.m. in 2015 to approximately 2.24 billion sq.m. in 2020, representing a CAGR of

approximately 7.76%. The consistently increasing growth in the real estate market has created

good opportunities for the development of the property management industry.

Rapid development in capital market

As at 31 December 2020, 38 companies, which principally provide property management

services in the PRC, were listed on the Stock Exchange. During 2020, there were 17

companies, which principally provide property management services in the PRC, newly listed

on the Stock Exchange. These companies, being competitors of our Group, are looking for

property management companies as acquisition targets in the PRC around the same time as part

of their strategies. These companies intend to use approximately 60-70% of the net proceeds

obtained by them through offer of their respective shares upon listing on the Stock Exchange

for merger and acquisitions of property management companies. Through merger and

acquisitions, with target companies having already established certain presence in the locations

that they operate at, these listed companies would be able to increase the GFA under their

management, as well as achieve geographical expansion effectively and efficiently since they

do not need to contribute as much costs, as compared to setting up new companies at new

locations from scratch. Thus, acquisition of property management companies in the PRC is one

of the main business strategies for Hong Kong-listed property management companies that

operate in the PRC.

As we may compete with our peers when we identify suitable opportunities, we may not

be able to complete acquisition(s) on terms favourable or acceptable to us, in a timely manner,

or at all, or materialise our acquisition plan. Please refer to the section headed “Risk factors

– Risks relating to our business and industry – Our future acquisitions or investment in other

companies may not be successful and we may face difficulties in targeting acquired operations

with our existing business” in this document for risk relating to our strategy of acquiring

property management companies.
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MARKET TRENDS IN THE PRC PROPERTY MANAGEMENT INDUSTRY

Increased market concentration, competition, and expanding business scale

After decades of development, some of the Top 100 Property Management Companies

have accelerated their service innovation and business expansion. In addition, the property

management market continues to become more concentrated. In the fragmented and

competitive property management industry, large-scale property management companies

realise economies of scale. The chart below sets out the total GFA managed by property

management companies in the PRC, the total GFA managed by the Top 100 Property

Management Companies and the aggregate market share of the Top 100 Property Management

Companies in terms of the total GFA managed for the years indicated.
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Increasing adoption of intelligent technology in business and diversified services

With the aid of information technologies such as cloud application, e-commerce, Internet

of Things, big data and artificial intelligence, many property management companies reduced

labour costs and enhanced profitability. For example, artificial intelligence technologies such

as smart entrance pass, smart building management, smart energy management, patrol robots,

delivery robots and consultancy robots largely reduced the labour costs of property

management companies. In addition, by adopting service platforms such as WeChat accounts

and mobile applications, property management companies could effectively integrate and

allocate resources to provide diversified community value-added services, establish

comprehensive community service platforms and further expand their community value-added

services to common space management, community finance, property agency, e-commerce,

housekeeping, etc.. According to CIA, the Top 100 Property Management Companies have

continuously developed their value-added services, in particular, dedicating more resources to

innovate services models, providing different community products and services, and improving

the quality and variety of value-added services. The average revenue generated from
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diversified services among Top 100 Property Management Companies increased by

approximately 16.08% in 2020, which is higher than that of traditional property management

services, being approximately 11.92% for the same period. With the extensive adoption of

intelligent technology and data digitalisation, the revenue generated from value-added services

increasingly becomes an important source of revenue for property management companies.

With the integration of intelligent technology into the property management industry,

applications of intelligent technology has entered the standardisation period. For example,

local provinces and cities, such as Hangzhou, have amended Regulations on Property

Management (《物業管理條例》) to regularise the protection of property owners’ personal

information. Such amendments in regulations help to standardise the development of

intellectualisation of the industry and promote self-regulation and standardisation in the

industry to construct a foundation for healthy and long-term development of the industry.

Property management companies should strictly comply with the relevant national and regional

laws and regulations and adhere to the security baseline of using facial recognition and other

biometric recognition techniques and safeguard the personal interests of property owners,

which can help avoid unnecessary legal and operation risks, while realising the supportive

contribution of business and services by intelligent technology.

Increasing demand for professional staff

On the one hand, with the rapid technology developments, the property management

companies need to recruit more qualified professional talents with management and

technological skills. On the other hand, with the directive trend of transforming and upgrading

property management companies towards professional and integrated service providers,

property management companies also increasingly outsource labour-intensive aspects of their

operations such as cleaning, greening and security to third-party subcontractors while placing

greater emphasis on recruiting and training professional and skilled employees to improve the

property service quality and meet the residents’ demands.

Increasing support from capital markets

The development of capital markets continues to heat up. There are increasing number of

property management companies participate in capital markets to expand their financing

channels. After listing, these listed property management companies are able to increase their

investment in technology innovation, build up more intelligent platforms, strengthen their

cooperation with other industry participants, improve service quality and increase operational

efficiency. In addition, diversified capital sources enable the property management companies

to accelerate selective and strategic mergers and acquisitions, and to further expand their scale

of business.
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Diversifying revenue sources through multiple channels

With the widespread adoption of the Internet, cloud computing, artificial intelligence, and

other related technologies, along with policy support from the PRC government, property

management companies increasingly engage in developing intelligent and smart management

systems. Integrating online and offline information and resources, they aim to digitalise,

automate, modernise and connect their various services and provide a one-stop service

platform to property owners, residents and tenants. Property management companies also keep

diversifying their revenue streams by offering various value-added services with a higher

profitability. These mainly include pre-delivery services and consultancy services to property

developers and community value-added service to property owners and residents, such as

community living services, e-commerce services, property value management services and

other various bespoke services.

Increasing standardisation of services

Standardisation allows property management companies to improve their service quality,

and is the foundation for the sustainable expansion of business operations across regions. The

Standardisation Guidance Opinion was issued in November 2015 to introduce the idea of

standardising the property management services. Many of the Top 100 Property Management

Companies in the PRC have established internal standardised operating procedures to guide

their provision of services.

Information technology has played an increasingly important role in property

management services in recent years. Property management companies use information

technology to implement technological solutions for automating key business operations.

Technological solutions can minimise human error and allow property management companies

to consistently apply their standardised procedures and quality standards. In turn, this reduces

their reliance on manual labour and therefore the costs involved in hiring employees and

third-party subcontractors. Furthermore, centralised information technology enables property

management companies to monitor the administrative and financial business operations of their

branches, subsidiaries and offices, as well as ensure that they are consistently applying the

company’s policies, procedures and quality standards.

Impact of the outbreak of COVID-19

According to CIA, due to the outbreak of COVID-19 in the PRC since the end of 2019,

the PRC real estate market has experienced a downward trend in the short term due to the

overall slowing real estate market development and postponed delivery of property projects. As

such, the outbreak of COVID-19 is expected to result in delays in the property delivery in the

near term. However, according to CIA, it will also present opportunities for property

management companies. For example, (i) property management companies are more capable to

meet the higher demand of products and services quality in light of the outbreak of COVID-19

especially to promote the health and well-being of property residents, which enable them to

receive positive recognition and enhance the satisfaction and loyalty of customers, further to
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increase the property management fees collection rate; (ii) property management companies,

which mostly have developed their own mobile applications or online service platforms, can

better adapt to challenges and increase earnings and profitability such as taking initiatives to

enhance the functionality of such online service platform and roll out new online products and

services based on the needs of managed community; (iii) driven by the need of community

services, old residential communities without property management services will seek and

entrust property management companies to provide necessary community services; and (iv)

since the outbreak of COVID-19, a series of policies have been enacted to support property

management companies, including, among others, extension of social insurance contribution

period, reduction of taxes, relaxation of financing constraints, reduction of corporate financing

costs, increase in government grant. These policies and measures jointly create a supportive

and orderly environment and accelerate the development of the industry and property

management companies in the PRC. As a result, according to CIA, the property management

industry in China is expected to continue its stable growth even after taking into account the

outbreak of COVID-19.

Industry risks

According to CIA, the risks faced by the property management industry in the PRC

mainly include:

• Increasing labour costs. The property management industry in the PRC is

labour-intensive. The percentage of staff cost to cost of services of the Top 100

Property Management Companies was approximately 57.84%, 59.09% and 58.32%

for the three years ended 31 December 2020, respectively, according to CIA. The

minimum wage in various regions has increased in recent years. In addition, the

market share of the Top 100 Property Management Companies in terms of total GFA

managed increased to 49.71%, representing an increase of 6.10 percentage points

period-to-period. The Top 100 Property Management Companies need to recruit

more staff to expand their property management scale and thus are expected to pay

increasing staff salaries and benefits, as well as relevant training and management

expenses.

• Shortage of human resources. The property management industry also faces

challenges such as difficulty with recruitment of high quality staff with relatively

low salary level to attract the right candidates, while at the same time property

management companies are in need of sufficient talents reserves to improve service

quality and to ensure the expansion of property management scale and future

development. Development of property management companies may be hindered if

they are not able to recruit sufficient suitable talents.

INDUSTRY OVERVIEW

– 157 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.



• Cost control risk. At present, in the property management industry, the industry

norm for pricing policy is having the property management fee mainly being

charged on lump sum basis per property project (regardless of whether they are

property projects with GFA specified in the property management service

agreements, or property projects without GFA specified in the property management

service agreements but to be charged based on the number of staff utilised), after

payment of which, any profit or loss will be shared or undertaken by the property

management companies. When the property management fees charged by property

management companies are not enough to cover all property management service

costs incurred, the property management companies will suffer losses.

• Concentration of source of property projects. A majority of the top property

management companies in China are subsidiaries or related enterprises of property

developers. Such equity relations help property management companies obtain a

stable source of property projects. However, if property developers slower their

business development or select and appoint other property management companies

for management of their newly-developed properties in the future, this may affect

the expansion of property management area and revenue growth of the property

management companies.

• Merger and acquisition risks. In recent years, mergers have been a popular

expansion strategy in the property management industry. Through acquisition or

merger, property management companies can expand their scale so as to promote

improvement of their operating results and profitability. Acquisition or merger will

bring about a large amount of project resources in short time, but the acquired or

merged company and the target company may differ in terms of corporate culture,

quality and ability of management personnel and management team, as well as

management approaches, which may affect the overall management level and

thereby prevent the property management company from high-quality development.

In addition, upon completion of the acquisition or merger, lack of effective measures

to achieve complementation in terms of human resources, finance and property, as

well as organic integration of resources will increase operational risks of the

property management company and aggravate its operational burden.

For more information on industry related risks, please refer to the section headed “Risk

factors – Risks relating to our business and industry” in this document.
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COMPETITION

Competitive landscape

The property management industry in the PRC is fragmented and competitive with

approximately 200,000 property management companies in 2020 according to CIA. Our

property management services mainly compete against large national, regional and local

property management companies. Our value-added services mainly compete against other

property management companies as well as relevant industry participants providing similar

services.

Our competitive position among the Top 100 Property Management Companies

According to CIA, in 2021, we were ranked the 52nd and 53rd among the “2021 Top 100

Property Management Companies in China” (2021中國物業服務百強企業) in terms of total

revenue generated in the PRC in 2020 and total GFA under management in the PRC in 2020,

respectively. We were recognised as one of the Top 100 Property Management Companies for

10 consecutive years from 2012. In 2020, our revenue increased by approximately 37.14%, as

compared to that of the previous year, which was higher than the average revenue growth of

the Top 100 Property Management Companies for the same period (being approximately

12.81%), mainly due to increase in revenue derived from each of our business segments.

Our competitive position in the Yangtze River Delta Region and Southwestern China

According to CIA, in 2021, we were ranked the 5th among the Top 100 Property

Management Companies headquartered in Southwestern China and the 9th among the Top 100

Property Management Companies headquartered in the Yangtze River Delta region of the PRC

in terms of overall strength1.

According to CIA, in 2020, our GFA under management increased by approximately

77.38%, as compared to that of the previous year, which is the third highest growth rate among

the Top 100 Property Management Companies headquartered in Southwestern China and the

second highest growth rate among the Top 100 Property Management Companies

headquartered in the Yangtze River Delta region of the PRC. As we have not obtained consent

from these market players to disclose their identities in this document and, as advised by CIA,

it is subject to confidentiality obligations to these market players with respect to the underlying

data and information used to calculate the market share of each market player, we set out below

a description of their background information instead.

1. Each year CIA publishes the “Top 100 Property Management Companies in China” in terms of overall strength
based on the data from past five years on key factors such as, among others, management scale, operational
performance, service quality, social responsibility, and growth potential in the next three years of the property
management companies under consideration.

INDUSTRY OVERVIEW

– 159 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.



Our ranking among the Top 100 Property Management Companies headquartered in
Southwestern China in terms of growth rate in 2020

Rank

Property
management
company

Growth rate of
GFA under

management Company’s information
Listing
status

Year of
establishment

Place of
operation

GFA under
management

in 2020
(%) (million sq.m)

1. Company A Approximately
112

A property management company
headquartered in Chengdu with
principal business activities
in Sichuan province, Southwestern
China and Central China

Not listed 2019 The PRC 10.9

2. Company B Over 81 A property management company
headquartered in Chengdu with
principal business activities in
Eastern China, Southern China,
Central China, Northern China,
Southwestern China and Sichuan
province

Delisted
from the
Main
BoardNote

2000 The PRC 129.9

3. Our Group 77.38 21.1

4. Company C Approximately
69

A property management company
headquartered in Chengdu
principally engaged in the
provision of property management
services for commercial properties
in Changchun of Jilin province
and Chengdu of Sichuan province

Not listed 2004 The PRC 2.9

5. Company D Approximately
57

A company principally engaged in
the provision of community
services in metropolitan areas and
urban cities of the PRC,
headquartered in Chengdu and
with principal business activities
in Chengdu and Chongqing urban
agglomeration and Eastern China,
with market capitalisation of
approximately HK$1,802 million
as at 11 February 2022

Listed on
the Main
Board in
2021

2020 The PRC 10.2

Note: Company B had been acquired by a separate listed company in 2021.

INDUSTRY OVERVIEW

– 160 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.



Our ranking among the Top 100 Property Management Companies headquartered in the
Yangtze River Delta region in terms of growth rate in 2020

Rank

Property
management
company

Growth rate of
GFA under

management Company’s information
Listing
status

Year of
establishment

Place of
operation

GFA under
management

in 2020
(%) (million sq.m)

1. Company G Approximately
80

A fast-growing comprehensive
property management service
provider headquartered in
Shanghai with principal business
activities in Yangtze River Delta
region, west coast region, Central
and Western China and Bohai Sea
rim region, with market
capitalisation of approximately
HK$3,712 million as at 11
February 2022

Listed on
the Main
Board in
2020

2018 The PRC 41.3

2. Our Group 77.38 21.1

3. Company H Over 71 A company headquartered in
Nanjing, principally engaged in
the provision of community
services in Jiangsu province, with
market capitalisation of
approximately HK$1,567 million
as at 11 February 2022

Listed on
the Main
Board in
2020

2019 The PRC 27.0

4. Company I Over 68 A property management company
headquartered in Shanghai with
principal business activities in
Yangtze River Delta region
(especially in Jiangsu province),
Central and Western China and
Bohai Sea rim region, with
market capitalisation of
approximately HK$13,338 million
as at 11 February 2022

Listed on
the Main
Board in
2018

2018 The PRC 101.4

5. Company J Over 60 A company principally engaged in
the provision of community
services headquartered in
Shanghai with principal business
activities in major cities in
Yangtze River Delta region,
Eastern China, Southwestern
China. Its projects covered
residential districts, villas,
commercial districts, schools,
industrial parks, etc.

Not listed 2006 The PRC 4.6
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According to CIA, in 2020, our revenue from diversified operations accounted for

approximately 54.44% of our total revenue, which is the second highest among the Top 100

Property Management Companies headquartered in Southwestern China and the third largest

among the Top 100 Property Management Companies headquartered in the Yangtze River Delta

region of the PRC. As we have not obtained consent from these market players to disclose their

identities in this document and, as advised by CIA, it is subject to confidentiality obligations

to these market players with respect to the underlying data and information used to calculate

the market share of each market player, we set out below a description of their background

information instead.

Our ranking among the Top 100 Property Management Companies headquartered in
Southwestern China in terms of proportion of revenue from diversified operations to total
revenue in 2020

Rank

Property
management
company

Proportion of
revenue from

diversified
operations to
total revenue Company’s information

Listing
status

Year of
establishment

Place of
operation

GFA under
management

in 2020
(%) (million sq.m)

1. Company D Approximately

68

A company principally engaged in

the provision of community

services in metropolitan areas and

urban cities of the PRC,

headquartered in Chengdu and

with principal business activities

in Chengdu and Chongqing urban

agglomeration and Eastern China,

with market capitalisation of

approximately HK$1,802 million

as at 11 February 2022

Listed on

the Main

Board in

2021

2020 The PRC 10.2

2. Our Group 54.44 21.1

3. Company E Approximately

49

A property management company

headquartered in Guiyang,

principally engaged in the

provision of property management

services, city management

services, business operation

management services and

ecological management services

Not listed 2004 The PRC 19.6
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Rank

Property
management
company

Proportion of
revenue from

diversified
operations to
total revenue Company’s information

Listing
status

Year of
establishment

Place of
operation

GFA under
management

in 2020
(%) (million sq.m)

4. Company B Approximately

45

A property management company

headquartered in Chengdu with

principal business activities in

Eastern China, Southern China,

Central China, Northern China,

Southwestern China and Sichuan

province

Delisted

from the

Main

BoardNote

2000 The PRC 129.9

5. Company F Approximately

40

A comprehensive property

management service provider

headquartered in Chongqing and

principally engaged in the

provision of smart property

management services in

Southwestern China, Eastern

China and Southern China, with

market capitalisation of

approximately HK$25,311 million

as at 11 February 2022

Listed on

the Main

Board in

2020

2000 The PRC 156.2

Note: Company B had been acquired by a separate listed company in 2021.
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Our ranking among the Top 100 Property Management Companies headquartered in the
Yangtze River Delta region in terms of proportion of revenue from diversified operations
to total revenue in 2020

Rank

Property
management
company

Proportion of
revenue from

diversified
operations to
total revenue Company’s information

Listing
status

Year of
establishment

Place of
operation

GFA under
management

in 2020
(%) (million sq.m)

1. Company I Over 56 A fast-growing property
management company
headquartered in Shanghai with
principal business activities in
Yangtze River Delta region
(especially in Jiangsu province),
Central and Western China and
Bohai Sea rim region, with
market capitalisation of
approximately HK$13,338 million
as at 11 February 2022

Listed on
the Main
Board in
2018

2018 The PRC 101.4

2. Company G Approximately
56

A fast-growing comprehensive
property management service
provider headquartered in
Shanghai with principal business
activities in Yangtze River Delta
region, west coast region, Central
and Western China and Bohai Sea
rim region, with market
capitalisation of approximately
HK$3,712 million as at 11
February 2022

Listed on
the Main
Board in
2020

2018 The PRC 41.3

3. Our Group 54.44 21.1

4. Company K Over 51 A fast-growing comprehensive
property management company
headquartered in Shanghai with
core market in Haixi region and
Yangtze River Delta region, with
market capitalisation of
approximately HK$2,494 million
as at 11 February 2022

Listed on
the Main
Board in
2021

2020 The PRC 19.9

5. Company L Approximately
50

A comprehensive property
management service provider
headquartered in Hangzhou with
principal business activities in
Zhejiang province, pan-Yangtze
River Delta region, which has
high growth potential in other
cities

Not listed 2000 The PRC 18.4
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ENTRY BARRIERS

According to CIA, entry barriers for the property management industry in the PRC mainly
include:

1. Brand: Brand reputation is key to the development and expansion of property
management companies. With the intensified competition in the market and the
higher consumption quality of households, consumers are demanding higher quality
property management services. Therefore, brand reputation has become an entry
barrier in the industry as consumers believe that good brand reputation represents
long operating history, high service quality accompanied with reasonable fees. In
contrast, newer entrants without an established brand and cultivated business
relationships with industry participants would face greater challenges when
penetrating into the market.

2. Capital requirement: Due to expansion of business scale, property management
companies are increasingly inclined to adopt automated and artificial intelligent
technologies. Companies are replacing intensive manual labour tasks with
intelligent management systems and equipment, introducing corporate information
management systems, and promoting “smart communities”. Management efficiency
has improved and the industry is moving towards a technology-driven industry. This
will further increase the capital threshold for new entrants in the property
management industry. In particular, more capital would be required for the provision
of property management services for non-residential properties as compared to
residential properties since non-residential properties featuring complementary
facilities consume more electricity and water generally, and facilities in such
properties require maintenance more frequently.

3. Quality of management: As the property management industry becomes increasingly
competitive, experience and capabilities of core management members of industry
players play a critical role in maintaining core competitiveness of property
management companies. In particular, property owners and tenants of non-
residential properties featuring contemporary facilities generally have higher
expectations in the quality of property management services to be provided by
property management companies, and generally prefer to engage more established
property management companies. In addition, non-residential properties involve a
wider range of properties, including schools, commercial buildings and hospitals,
which require different management skills and pose greater challenges for property
management companies. Therefore, it is expected that core management members of
property management companies that provide property management services to
non-residential properties, especially those featuring contemporary facilities, will
need to be more experienced than those for residential properties. Established
property management companies typically have developed their unique management
competencies in terms of property management procedures, application of
information systems, and financial management, and are therefore better positioned
to manage larger properties or projects.
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4. Talent specialisation and technical expertise: Property management depends on

manual labour, not only for the performance of property management services but

also for implementing and innovating technological solutions such as big data and

internet technologies. In addition, the innovation of property management business

models, especially the launch of value-added services to property owners and

property developers, requires significant support from talented employees. It is

increasingly difficult for property management companies to recruit and retain

talented individuals who possess up-to-date knowledge in relation to information

technology in the industry to help achieve the above-mentioned goals.

DIRECTORS’ CONFIRMATION

As at the Latest Practicable Date, after making reasonable enquiries, our Directors

confirm that there was no adverse change in the market information since the respective dates

of the various data contained herein, which may qualify, contradict or have an impact on the

information in this section.
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