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Longfor Group (960 HK)

Takeaways From Channel Checks And 1H26 Results
Preview

Highlights

e Expect a broadly breakeven bottom line in 1H26. We expect 1H26 revenue
of recurring business to grow over 3% yoy, led by malls (rental +~9%, tenant
sales +16%). However, PD gross margin is expected to widen to a ~10% loss
(from -6.9% in 2025).

e Debt reduction on track. Interest-bearing debt would have fell over Rmb5b
in TH26. For the RMb7.2b debt maturity in 2026, Rmb2.6 has been paid, while
there are solid repayment plans for the remaining amount.

e Maintain BUY with a lower SOTP target price of HK$10.12 due to a lower
PD book value estimate. We expect higher margin pressure in 2H26 due to
higher booking volume and year-end destocking, thus further cutting earnings
26/27/28 forecast to Rmb-3b/194m/1.4b, respectively.

Analysis

e We conducted a channel check on Longfor Group (Longfor) on 16 July. Key
takeaways are:

a) Weak contracted sales and expanded booking loss of property
development (PD) in 1H26. Contracted sales fell 52.7% yoy in 1H26 to
Rmb16.6b, which is weaker than market expectations of an around 20%
yoy decline. This is mainly due to Longfor's weak exposure in Tier 1 cities
and thin new-launch pipeline. We expect continued weakness of sales in
2H26, lowering our forecasted sales decline from -20% to -40% in 2026.
Booking margin for property development is forecasted to fall further from
-6.9% in 2025 to around -10% in 1H26.

b) More cautious and strategic on land acquisition. In 1H26, Longfor
bought four plots of land (in Qingdao/Wuxi/Dalian/Lanzhou) for a total
consideration of Rmb1.36b, which is equivalent to 8.2% of sales. Through
the acquisition of these four lands, Longfor can further improve the terms
of its other inventories in the same cities. We expect this kind of strategic
land acquisition to become a main investment focus.

c) Malls remain the standout. We expect 1H26 mall rental income to grow
about 9% yoy (same-store rental growth +~3% yoy) and tenant sales to
grow around 16% yoy (same-store tenant sales +~8% yoy), showing that
Longfor is largely on track to achieve its target of 5% same-store rental
growth and 10% rental growth in 2026, helped by 2025's asset-
enhancement (AEI) upgrades to nine large malls. Among categories, retail
(including boutique supermarkets) and F&B led while entertainment stayed
soft.

Key Financials

Year to 31 Dec (Rmbm) 2024 2025 2026F 2027F 2028F
Net turnover 127,475 97,309 76,776 67,313 67,710
EBITDA 12,382 1,801 2,847 5,761 6,818
Operating profit 12,198 1,649 2,694 5,609 6,665
Net profit (rep./act.) 10,401 1,022 -3,083 194 1,368
Net profit (adj.) 6,970 -1,700 -3,083 194 1,368
EPS (fen) 105.5 (24.9) (44.6) 2.7 18.6
PE (x) 55 n.a. n.a. 212.2 30.9
P/B (x) 0.2 0.2 0.2 0.3 0.3
EV/EBITDA (x) 19.2 131.9 83.4 412 34.8
Dividend yield (%) 5.6 12 0.0 01 1.0
Net margin (%) 8.2 11 (4.0) 0.3 2.0
Net debt/(cash) to equity (%) 73.6 71.3 76.3 74.7 71.2
Interest cover (x) n.a. n.a. 2.7 4.0 4.2
ROE (%) 6.6 0.6 (1.9 0.1 0.9
Consensus net profit (Rmbm) - - 897.5 3,426.8 4,983.3
UOBKH/Consensus (x) -3.43 0.06 0.27

Source: Longfor, Bloomberg, UOB Kay Hian
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Company Description

Longfor Group Holdings operates as a real estate development
company. The company develops and markets residential
areas, office buildings, hotels, restaurants, and other related
areas. Longfor Group Holdings also provides community
management, landscape greening materials maintenance, real
estate agencies, and other services.
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d) Rental housing dragged the operating line. We expect the asset
management (rental housing) segment’s revenue to decline by over 10%
yoy in TH26, as Longfor is proactively exiting from low-efficiency, high-cost
sublease projects.

e) Property management (PM) back to growth territory. After 2025's
decline (low-efficiency exits, fewer deliveries, fee pressure on some
estates), We expect PM revenue and profit to bounce back to low single-
digit growth.

f) Debt reduction is on track. Interest-bearing debt fell over Rmb5b in
1H26, with funding cost dropping below 3.5% and tenors lengthening as
operating-property loans replaced short-dated bonds. Of the Rmb7.2b in
2026 maturities: a) Rmb2.6b has been repaid in 1H26; b) the Rmb1.1b
onshore bond due in Aug 26 has been arranged; c) Rmb2.3b in China
Bond Insurance Corporation (CBIC) bonds will be refinanced with IP loans;
and d) the Rmb1.2b offshore loan due in Dec 26 will be financed by free
cashflow (OCF after capex), which is expected at about Rmb1.0b (Rmb5b-
10b full-year target).

g) Preview for 1H26 results. We expect total revenue to decline by over
30% yoy, mainly dragged by weaker PD revenue. Revenue of recurring
business is expected to grow at over 3%, after combining the performance
of malls, rental housing and PM. We forecast 1H26 core profit to be around
breakeven levels, with the decline in DP earnings largely offset by resilient
recurring income.

Earnings Revision/Risk

e We cut our 2026/27/28 core net profit forecasts from Rmb-1.5b/+4.8b/+5.2b
to Rmb-3b/194m/1.4b, respectively, as we lower our forecast of PD gross
profit margin from -10%/-6%/-3% previously to -12%/-10%/-8%.

Valuation/Recommendation

e Maintain BUY with a lower target price of HK$10.12. We keep our targeted
PE of recurring earnings at 7.0x and targeted PB of the PD business at 0.1x.
With the PD business’ lower PB, we lower our SOTP derived target price by
7.6% to HK$10.12. Maintain BUY.

e Expect greater PD margin pressure in 2H26. While we look for a broadly
breakeven bottom line in 1H26, we see development-property margins
coming under greater pressure in 2H26, driven by higher booking volume and
year-end destocking. We maintain our expectation that Longfor will return to
profitability in 2027, though we are now more cautious on the strength of the
rebound.

Share Price Catalyst

h) Stronger-than-expected recovery in property market of Tier 2 cities.
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Profit & Loss Balance Sheet

Year to 31 Dec (Rmbm) 2025 2026F 2027F 2028F Year to 31 Dec (Rmbm) 2025 2026F 2027F 2028F
Net turnover 97,3086 76,7763 67,3125  67,710.1 Fixed assets 225827.1  239,543.6  248,891.0  258,238.4
EBITDA 1,801.3 2,846.7 5,761.4 6,817.7 Other LT assets 53,553.1 52,439.1 51,436.6 50,534.2
Deprec. & amort. 152.6 152.6 152.6 152.6 Cash/ST investment 27,361.9 17,349.3 12,884.8 1,488.1
EBIT 1,648.6 2,694.1 5,608.7 6,665.1 Other current assets 289,120.2  273,931.6 2650819 2534121
Total other non-operating income 4,517.1 0.0 0.0 0.0 Total assets 595,862.4  583,263.7 578,294.2  563,672.8
Associate contributions (1,237.8)  (1,114.0)  (1,002.6) (902.3) ST debt 15,794.7 15,320.9 14,554.8 13,827.1
Net interest income/(expense) 3101  (1,046.1) (1,4448)  (1,623.2) Other current liabilities 170,914.4  165,366.0  167,708.4  159,425.7
Pre-tax profit 5,238.1 534.0 3,161.3 4,139.6 LT debt 127,694.2  123,863.4  117,670.2  111,786.7
Tax (4,190.5)  (3,000.0)  (3,000.0)  (3,000.0) Other LT liabilities 44,456.4 44,176.8 43,724.8 43,2954
Minorities (25.7) (616.5) 32.3 2279 Shareholders' equity 162,809.9  159,727.3  159,858.9  160,788.8
Net profit 1,021.8  (3,082.6) 193.6 1,367.5 Minority interest 74,192.7 74,809.2 74,776.9 74,549.0
Net profit (adj.) (1,700.0)  (3,082.6) 193.6 1,367.5 Total liabilities & equity 595,862.4  583,263.7 5782942  563,672.8
Cash Flow Key Metrics

Year to 31 Dec (Rmbm) 2025 2026F 2027F 2028F Year to 31 Dec (%) 2025 2026F 2027F 2028F
Operating 21,876.3 10,610.0 9,453.4 9,453.8 Profitability

Profit fo the year 5,238.1 534.0 3,161.3 4,139.6 EBITDA margin 1.9 3.7 8.6 10.1
Tax (4,190.5)  (3,000.0)  (3,000.0)  (3,000.0) Pre-tax margin 5.4 0.7 47 6.1
Deprec. & amort. 152.6 152.6 152.6 152.6 Net margin 11 (4.0) 0.3 2.0
Associates 1,237.8 1,114.0 1,002.6 902.3 ROA 0.2 (0.5) 0.0 0.2
Working capital changes 22,690.0 11,250.1 9,976.2 9,277.0 ROE 0.6 (1.9 0.1 0.9
Non-cash items (4,699.1) 0.0 0.0 0.0

Other operating cashflows 1,447.5 559.3  (1,839.4)  (2,017.7) Growth

Investing (9,189.0) (12,495.0)  (5,883.0)  (5,840.0) Turnover (23.7) (21.1) (12.3) 0.6
Capex (growth) 105.1 0.0 0.0 0.0 EBITDA (85.5) 58.0 102.4 18.3
Investment 29,538.6 28,4246 27,4220  26,519.7 Pre-tax profit (72.0) (89.8) 492.1 30.9
Others (40,565.3)  (40,919.6) (33,305.0) (32,359.7) Net profit (90.2) n.a. na. 606.4
Financing (33,276.9)  (8,127.7)  (8,034.7) (15,010.3) Net profit (adj.) n.a. n.a. n.a. 606.4
Dividend payments (677.6) (492.9) 0.0 (62.0) EPS n.a. n.a. n.a. 585.8
Proceeds from borrowings (26,497.7)  (2,8325)  (3,436.3)  (9,904.0)

Loan repayment (5,574.1)  (4,802.3)  (4,598.4)  (5,044.3) Leverage

Others/interest paid (527.6) 0.0 0.0 0.0 Debt to total capital 317 371.2 36.0 348
Net cash inflow (outflow) (20,589.6) (10,012.7)  (4,464.3) (11,396.4) Debt to equity 88.1 87.1 82.7 78.1
Beginning cash & cash equivalent 479516 27,3619 17,349.3 12,884.8 Net debt/(cash) to equity 713 76.3 747 712
Changes due to forex impact 0.0 0.0 0.0 0.0 Interest cover (x) n.a. 2.7 4.0 4.2

Ending cash & cash equivalent 27,3619 17,349.2 12,885.0 1,488.3
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IMPORTANT NOTICE - DISCLOSURES AND DISCLAIMERS

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:

. % &

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."
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