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Week of 11th May 2020 

What’s on our mind this week? 

Property sales are rebounding strongly in China 

As we expected and commented last month, China property sales are on the rebound. Industry 

data show that as of 3rd May, the largest 36 cities’ weekly sales in volumes were inching back to 

pre-COVID-19 levels while property prices were showing remarkable resilience. As for the top 36 

property developers, their pre-sales growth bounced back on a weighted-average basis to +2% 

in April 2020 versus April 2019. High-profile developers including Shimao, Logan, Jinmao, Yuzhou 

and Greentown have all announced year-on-year sales growth in April that were in excess of 40%. 

We expect this sales rebound to continue over the next two months given a strong pipeline of 

new projects launches. Meanwhile, the land market also continues to benefit from a strong 

momentum. According to China Real Estate Index System (CREIS), total residential land 

transactions in 300 cities grew by 142% month-on-month and by 24% year-on-year in value terms, 

which evidences how optimistic the largest property developers are about the outlook for the 

sector.  

For the past twenty years, some of the most frequent questions we have been asked related to 

the Chinese property sector and its myth. Books have been written on this topic. We have argued 

for a long time that the property sector was one of the most misunderstood sections of the 

Chinese economy for reasons that largely revolve around the level of regulatory interventionism 

implemented by the Central government, by local authorities, by the Central bank and by the 

financial regulator that oversees the banking system. Still, we want to reiterate that the structural 

growth of the sector since the housing reform in the mid-late 1990s reflected the unleashed 

substantial pent-up demand for private residential housing, rapid income growth and ongoing 

urbanization which leads to rising land values. The China housing market is not ONE market but 

hundreds of them. Therefore, a nationwide property bubble does not exist even though regional 

imbalance happens from time to time. e.g. undersupply in cities with population inflows and 

simultaneous oversupply in others. It is also worth noting that as the Chinese middle-class rises, 

housing has become not only a living space but also an asset class. With a high savings rate and 

limited investment channels, wealthier Chinese see housing as a means of storage of value, which 

inevitably leads to concerns about speculation. The savings rate for urban residents in China was 

37.1% in 2019, while that of migrant workers was 30.2%, and 22.5% for rural residents according 

to data gathered by Texas A&M University. These are among the highest savings rates in the world. 

As a result, the Chinese government which repeatedly emphasizes that “housing is for living, not 
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for investment” put in place Home Purchase Restrictions (HPRs) back in 2010 to curb investment 

demand. These HPRs vary from city to city, and are frequently amended to balance supply with 

demand. At the moment, we see China’s property market as being largely healthy with momentum 

picking up post-COVID-19. 

 

 

 

Sources: Citi research, CREIS – May 2020 
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—————————————————————————————————— 

Alibaba and Tencent coming to the rescue of SMEs in China 

While China is slowly recovering from the COVID-19 shock, the worst hit are the small and medium 

businesses (SMEs) which are running low on cash and are at the risk of failing. This could create a 

sharp rise in unemployment as SMEs play a crucial role in the Chinese economy with respect to 

job creation and economic growth. SMEs have struggled with accessibility to credit in the past as 

state-owned banks have always preferred to lend to large corporations, preferably with 

government backing. 

With the emergence of online lending platforms which rely on real-time payments and other data 

to evaluate borrowers that often lack collateral and credit histories, the SME’s accessibility to credit 

significantly increased in the last few years. MYbank which is backed by tech giant Alibaba claims 

that its 3,000-variable risk management system helps the company keep its default rates as low 

as ~1.3% of total loans as of December 2019. During mid-February 2020 when the COVID 

outbreak reached pandemic proportions in China, MYbank after contemplating whether to curtail 

or grow its SME exposure decided to lower interest rates and to open up further the credit tap for 

SMEs. MYbank is on track to issue RMB2tn (USD282bn) of new loans to SMEs in 2020 and is 

looking to grow its loan book by 18% this year.  

We also hear from the market that other online lenders including Tencent backed WeBank have 

engaged in supportive measures to relieve the financial burden of SME businesses across China. 

These initiatives from online lending platforms are timely as China’s financial regulator called for 

banks to be more lenient on small businesses and grant them greater access to credit at this great 

hour of need. While it remains to be seen whether the credit scoring models of these online 

lenders can stand the test of the current credit cycle, the decision by online platforms like MYbank, 

WeBank and others to remain supportive of the SMEs is helpful to stabilize the economy at the 

current juncture.  

Online Chinese lenders affiliated to Alibaba and Tencent have access to immense consumer data 

given the country’s relaxed privacy norms compared to many other jurisdictions. They remain at 

the forefront of using big data analytics and artificial-intelligence technology to make SME loans. 

While the relatively lower delinquency rates of many of these online lenders were touted to be 

the result of their data mining powers, the current situation will serve as a litmus test for these 

platforms which haven’t experienced a complete credit cycle in their short operating history. 

———————————————————————————————————— 
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