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Hong Kong Property

Sales Slowing; Balance Sheets Strengthening; Dividend
Support Building

Highlights

e Prices rose 7.4% YTD in 5M26, but June primary sales fell 60% mom and the
first week of July saw the largest weekly CCL Index drop of 2026. We expect
price growth to slow in 2H26.

¢ Retail sales are recovering (+10.6% yoy in 5M26) though spot rents still lag;
in offices, Central and TST are recovering while Kowloon East stays weak.

e Maintain MARKET WEIGHT. Strong contracted sales, deleveraging and

falling HIBOR should improve sector dividend sustainability. Top picks: SHKP
and Link REIT.

Analysis
Update on Hong Kong property market:

e Price momentum held up in June, but signs of market slowdown have
emerged. The Centaline City Leading Index (CCL) reached 159.54 points as
of 5 Jul 26, representing a YTD gain of 10.7%. In June, the CCL Index rose
1.79% mom in Jun 26, similar to the mom growth pace of 1.64%
12.01%/1.85%/1.99%/1.77% in Jan/Feb/Mar/Apr/May 26, respectively.
However, according to an update on 10 July, the CCL fell 0.77% wow, its
largest weekly decline of 2026. The Centaline Valuation Index (CVI), which
tracks large banks' property price expectations, has held steady at above 80
since Feb 26. Another clear sign of market slowdown is in the primary market:
According to Midland Realty and Sales of First-hand Residential Properties
Authority, Hong Kong recorded only about 850 new-home sales in Jun 26,
down 59.6% mom and the first month below 1,000 units in 16 months. We
expect growth in residential property prices to slow down notably in 2H26.

e Smaller units continued to lead the price gain of residential properties...
According to the Rating and Valuation Department (RVD), the overall private
domestic price index reached 321.9 in May 26, up 1.42% mom and up 7.44%
YTD. By class, Class A/B/C/D/E price indices recorded 5M26 changes of
7.20%/7.88%/6.78%/5.57%/4.12% respectively, with the smaller mass-
market units still outpacing the larger units.

e ...but with compression of rental yield. The overall rental index went up
1.80% in 5M26 and up 5.10% yoy. By class, 5M26 YTD rental growth
registered 0.36%/2.26%/4.34%/5.16%/3.46% for Class A/B/C/D/E units,
respectively, with larger units (Class D-E, +4.54%) leading and the smallest
Class A units flat (+0.36%). With prices running hardest at the small end and
rents at the large end, we expect yields to compress fastest on smaller units:
The Class A gross yield is 3.4%, down from 3.6% at end-25. It still clears the
3.25% mortgage rate. That positive spread remains a key structural support
for housing demand.
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Share Price Target Price

Company Ticker Rec (HK$) (HKS)

118.00 143.80
10.31 13.50
37.44 44.30

SHKP
Sino Land 83 HK BUY
Link REIT 823HK BUY

16HK BUY

Source: Bloomberg, UOB Kay Hian
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o Retail sales are recovering, but the pass-through to spot rents has yet
to arrive. According to the RVD, the retail rental index fell 1.42% YTD in
5M26. Hong Kong’s total retail sales went up 10.6% yoy in 5M26, with
discretionary and non-discretionary categories growing 14.2% and 0.4% yoy
respectively, of which jewellery/watches (+26% yoy) and consumer durables
(+27%) were the standouts. In May 26, retail sales grew by 7.9% yoy, stronger
than expected but decelerating from 12.8% in Mar 26 and 8.7% in Apr 26,
partly due to a higher base. We expect retail sales growth to slow in the
second half due to a higher base, but remain in positive territory, thanks to a
stronger renminbi and tourism. We reiterate our full-year retail sales growth
forecast of 5% and full-year forecast of +1% for the retail rental index.
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e Update on office rents. Hong Kong's Grade A office market was broadly flat
in 5M26. According to RVD data, the 5M26 YTD spot rental index change for
Grade A offices was -0.14%, while Grade B and Grade C offices each
recorded -0.05%. In 5M26, the rental index for Grade A offices in Sheung Wan
& Central/Wanchai & CWB/TST changed by -0.13%/+5.33%/+1.81%
respectively. JLL's June report points to clear outperformance of office in
Central: Grade A spot rents in Central grew 0.7% mom, while
Wanchai/Causeway Bay Grade A spot rents rose 0.3% mom. Vacancy fell to
13.3%: Central 9.2%, Tsimshatsui 7.1% and Wanchai/CWB 9.8% are all tight,
against Kowloon East at 20.5%.

We recently had preview calls with four developers and landlords.
Feedback is consistent with market trends. Key takeaways are:

e Retail tenant sales are recovering, but rents lag. Our 1H26 preview calls
with Kerry Properties, Sino Land, Wharf REIC and Hysan are expected to see
a broad-based retail recovery, driven by rising tourism and a stronger
renminbi. We expect both Wharf REIC and Hysan’s luxury retail portfolios
outperforming the wider market, with Hysan is expected to see high teens yoy
growth in tenant sales. Though, retail rental reversions are expected to remain
negative everywhere except for Hysan.

e Residential — strong contracted sales, but cautious on booking margin
in the coming results season. Sino Land sold about 1,340 residential units
in Hong Kong in 1H26, against just 139 a year earlier, with La Mirabelle and
Grand Mayfair Phase 3 beating the market in terms of pricing performance.
Kerry Properties is expected to achieve HK$5.5b of contracted sales, broadly
flat yoy, with better sales at La Montagne. We expect developers will continue
to seek for better balance between margin and volume — Kerry's latest La
Montagne phase achieved an ASP roughly 40% above a year ago. Booking
margins are the soft spot: We expect Kerry Properties’ booking margin for
Hong Kong property sales to slightly fall below the 9.2% booked in 1H25, as
trough-priced units are recognised and Mont Verra bookings skew to lower-
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Monthly Retail Sales YOY Growth —
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ASP apartments, recovering to the teens in 2H26 as the higher ASP La Monthly Tourists Arrivals To Hong Kong
Montagne is booked, while Sino Land is expected to see development And Hong Kong Residents Travelling to
margins to hold near the 7.2% seen in 1HFY26 before improving from FY27.  China — YOY Growth

e The office sector remains a mixed bag. While Central and Tsim Sha Tsui ®

are seeing some spot rent recovery, Causeway Bay continues to face 40 1
downward pressure. We expect the developers and landlords we checked to 30 1
maintain stable occupancy rates despite continued negative rental reversions. 2 1 \
10 1
e Financially, deleveraging is a common theme. We expect Hysan, Kerry 0
Properties and Wharf REIC to see lower gearing ratio in 2026, which, along  1w0{5 s 88 s s ¥ XS5 5255 % 5 »
with falling HIBOR, will provide support to earnings. We believe lower gearing, 20 K Residents to mainiand China — Tourst anivals to Flong Kong

will result in improved SUStalnablllty of dividend payout. Source: Hong Kong Immigration, CEIC, UOB Kay Hian. * Note: tourist

arrivals to Hong Kong include visitors from both Mainland China and
other countries

Valuation/Recommendation

e Maintain MARKET WEIGHT on the Hong Kong property sector. The
market did show signs of sales slowdown. Our reiteration of +7% residential = =0
price growth forecast shows our cautious view of price performance in 2H26.
However, with stronger sales strengthening balance sheet of major \/_/—\/fw
developers and landlords, we expect higher sustainability of dividend of the ]
sector. Our top pick remains SHKP and Link REIT. We also like Sino Land for |
its net cash position and decent yield of 5.4%.
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Sector Catalyst/Risk
e Lower-than-expected HIBOR.
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This report is provided subject to various disclosures and disclaimers (the "Disclosures / Disclaimers") which form
an integral part of this report and are available at the following link:
https://research-api.uobkayhian.com/assets/disclaimer/df64a6ea-7980-447c-ae9e-fd19b93257dc or by scanning
the QR code below:
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The Disclosures / Disclaimers contain important information, including without limitation, (a) exclusions of liability,
(b) confidentiality obligations, (c) restrictions on publication, circulation, reproduction, distribution and use of the
report, (d) potential conflicts of interest, and (e) disclosures and requirements specific to recipients in the United
States and other applicable jurisdictions.

Specifically, this report is intended for general circulation and informational purposes only and does not take into
account the specific investment objectives, financial situation, or particular needs of any individual person. It is
not intended to constitute personal investment advice or a recommendation to buy or sell any investment product
or security. You should independently evaluate the information and, where necessary, seek advice from a qualified
financial adviser regarding the suitability of any investment, taking into account your specific objectives, financial
situation and needs, before making any investment decision. Analyst certifications required under applicable
regulations, including SEC Regulation AC (where relevant), are included in this report.

Recipients of this report must carefully read, review and understand the full Disclosures / Disclaimers before using
or relying on any information in this report. By accessing, receiving or using this report, you acknowledge and
confirm that you have read, understood, accepted and agreed to be bound by the Disclosures / Disclaimers (as

may be amended or updated from time to time) in full."
PAGE 4




