» @ STANDARD & POOR’S
a RATINGS SERVICES

McGRAW HILL FINANCIAL

RatingsDirect’

Hong Kong Developers Can Withstand Likely
Slower Growth In The Property Market

Primary Credit Analyst:
Cindy H Huang, Hong Kong (852) 2533-3543; cindy huang@standardandpoors.com

Secondary Contact:
Christopher Yip, Hong Kong (852) 2533-3593; christopher.yip@standardandpoors.com

Media Contact:
Cecilia S Ho, Hong Kong (852) 2532-8061; cecilia.ho@standardandpoors.com

HONG KONG (St andard & Poor's) Aug. 28, 2015--The Hong Kong property market is
likely to start to slowin the rest of 2015 and into 2016, according to an
article that Standard & Poor's Ratings Service rel eased today, titled "Tougher
Tests Await Devel opers In Hong Kong's Surging Property.”

"The Hong Kong property market has proved surprisingly resilient to externa
volatilities, with strong growth in 2014 and the first seven nonths of this
year," said Standard & Poor's credit analyst C ndy Huang. "But the growth
monentumis likely to slowin the rest of 2015 and into 2016 as macroeconomnic
conditions tighten and property supply increases."

We expect rising supply to |l ead to higher conpetition anong devel opers, which
are likely to continue to adopt a nore flexible pricing strategy and focus on
asset turnover.

Standard & Poor's has revised its base-case forecast for primary sales in Hong
Kong for this year.

"W now expect a 5% 10% year-on-year increase in primary sales, conpared with
our previous anticipation of a 10% 15% decline. Qur revised estimate is based
on 5% 10% grow h in the average selling price and stable year-on-year
transaction volune," said Ms. Huang.
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Hong Kong Developers Can Withstand Likely Slower Growth In The Property Market

The average selling price in the first seven nonths of the year rose 8.4%
whil e annualized primary transaction volune remained largely in line with that
of 2014. We attribute the monentumto record-low interest rates and sl ow

housi ng conpl eti ons since January 2015. Only 5,100 units were conpleted in the
first six nonths, representing just 32%of the total units conpleted in 2014.

W& expect the developers that we rate to have a sufficient buffer to wthstand
slower growmh and a nore conpetitive market. W base our view on the
conpani es' significant portfolio of investnent property, good funding
diversity and financial flexibility, and generally prudent financial |everage.

RELATED RESEARCH

* Hong Kong's Property Devel opers Face A Bunpier 2015, March 9, 2015

Under Standard & Poor's policies, only a Rating Conmittee can determ ne a
Credit Rating Action (including a Credit Rating change, affirmation or

wi thdrawal , Rating Qutl ook change, or CreditWatch action). This commentary and
its subject matter have not been the subject of Rating Conmittee action and
shoul d not be interpreted as a change to, or affirmation of, a Credit Rating
or Rating Qutl ook.

The reports are available to subscribers of RatingsDirect at

www. gl obal credi tportal.comand at ww. spcapitalig.com If you are not a

Rati ngsDi rect subscriber, you may purchase copies of these reports by calling
(1) 212-438-7280 or sending an e-mail to

resear ch_request @t andar dandpoors.com Ratings infornmation can also be found
on Standard & Poor's public Wb site by using the Ratings search box | ocated
in the left colum at ww. standardandpoors.com Menbers of the nedia may
request copies of these reports by contacting the nmedia representative

provi ded.
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