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Common Credit Attributes of Chinese Investment Grade Property Developers 
rated by Lianhe Global 
 
Lianhe Global examines a number of factors when analyzing the credit of Chinese property 

developers. In this commentary, we would like to highlight some of the key qualitative credit 

attributes of Chinese investment grade (“IG”) property developers, using CIFI Holdings (Group) 

Co. Ltd. (“CIFI”, “BBB-/Stable”) and Logan Group Company Limited (“Logan”, “BBB-/Stable”) 

as examples. In general, Lianhe Global looks at consistency and predictability of operational 

and financial performance, as well as contracted sales growth and revenue delivery 

capabilities, of our rated entities under adverse conditions such as the COVID-19 outbreak:  

 
1. Strong market Position Providing Buffer to Weather Market Volatility  

 

We expect Chinese IG property developers to be consistently in the upper percentile in 

terms of industry ranking as measured by contracted sales and revenue. We place a great 

emphasis on the market position, as a strong market position provides a property 

developer buffer to mobilize its resources and formulate its strategy to deliver a consistent 

and predictable performance, which is essential under adverse market conditions.  

 

CIFI and Logan have attained leading market positions in terms of contracted sales and 

revenues, according to data published by China Real Estate Information Corporation. They 

have delivered high-quality contracted sales growth as evidenced by their not only above-

national-average but high average selling price (“ASP”) over the past few years. Even 

under adverse market conditions such as halting sales and construction activities in China 

in early 2020 due to the COVID-19 outbreak, both companies were still able to deliver 

decent and stable operational performance.  

 

Under the anticipated “Three-Redline Test” to be ushered possibly in 2021, we expect CIFI 

and Logan to continue delivering decent revenue and contracted sales growth.  

 
2. Competitiveness in Composition of Land Bank 

 

Chinese IG property developers exhibit an abundance of high-quality land bank (with 

above-average ASP) located in higher tier cities, which is sufficient to support future sales 

growth for at least 3-4 years, as well as consistency of the same. We also look for land 

banking strategy that compliments such trait.  We favour regions and cities with strong 

economic fundamentals to attract internal migrations to support their local housing market 

demands. 

 

CIFI and Logan have high-quality land bank to support their sales growth. CIFI had over 

80% of its land bank in tier 1 & 2 cities at end-June 2020, while Logan had c. 82% (including 
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urban renewal projects) of its saleable resources in the Greater Bay Area (“GBA”) with 

high ASP at end-June 2020.  

 

We also expect both companies to meet their respective contracted sales targets for 2020 

given their high-quality land bank and strong sales performance. Both companies are 

armed with abundant and high-quality land bank which affords them flexibility in land 

banking strategy as well as headroom in managing their financial leverages. 

 
3. Diversity in Operations and Geographical Coverage 

 

We prefer diversified operations in terms of city and project coverages, as well as 

consistency of the same. Operational diversity mitigates some of the government policy 

risks such as a moratorium on home purchases or price increase in China. Additionally, a 

diversified portfolio of projects enables a property developer to deliver smooth, consistent, 

and predictable performance unlikely to be severely affected by unexpected project 

disruptions. We also look for quality of projects particularly urban development projects 

which generally deliver higher gross profit margins to alleviate the margin pressure 

associated with high asset turnover rate projects. However, urban development projects 

usually entail longer execution time and higher uncertainty, which we do pay close 

attention to on a case-by-case basis. 

 

CIFI has reached a national footprint with coverage of over 230 projects in over 60 cities, 

spreading across all the key regions in China. The cities that CIFI has operations in usually 

have good economic fundamentals to support housing demand.  We expect CIFI to 

continue expanding its market share by deepening its city coverage.  

 

Logan has reached over 30 cities with approximately 150 projects in four regions and is 

expanding its national footprint. Logan remains focused on the GBA to continue benefiting 

from an internal migration which provides buttress for its housing market.  We expect 

Logan to expand its footprint to regions beyond its home base in Guangdong while at the 

same time continuing its focus on GBA urban renewal projects.  

 
4. Abundant Funding Sources and Healthy Debt Profile 

 

We also expect Chinese IG property developers to have strong relationships with banks 

as well as access to both the debt and equity capital markets to draw funding when needed. 

We favour a diverse funding source over any over-reliance on particular funding sources 

in which a market dislocation may disrupt the funding condition. We also favour traditional 

funding sources over non-traditional products such as trust loans due to concerns of policy 

risk, counter-party risk, as well as refinancing risk associated with the shorter duration and 

higher yields nature of trust products. 

 

CIFI and Logan have considerable flexibility in utilizing the offshore and onshore debt and 

equity capital markets to raise funds, with a long and strong track record. In terms of debt 

profile, both companies had either very low or no exposure to trust loan products at end-

June 2020.  
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We expect both companies to plan and execute their financing plans tactfully and maintain 

access to both the equity and debt capital markets by maintaining healthy debt structures.  

 
5. Operating Efficiency to Execute Plans in a Timely and Effectively Manner 

 

We expect Chinese IG property developers to have consistent delivery of projects as 

scheduled, strong execution on property sales as well as cash collection, especially under 

adverse conditions such as the COVID-19 outbreak. Operating efficiency is key especially 

in the current industry dynamics, where opportunities of having high churn rate of high 

return projects have become rarer, due to the pressure from stagnant price growth and 

rising land costs.  

 

CIFI and Logan were able to deliver consistent revenue growth on the back of strong 

contracted sales with high cash collection rate. Even with the COVID-19 outbreak, CIFI 

and Logan could achieve decent contracted sales growth YTD 2020. As funding condition 

tightens, we expect Chinese IG property developers to rely more on internally-generated 

resources to partially finance their capital expenditures, which CIFI and Logan have 

exhibited their capabilities in managing their cash flow cycle.  

 
We expect both companies to continue carrying out land acquisition strategy, presale plan, 

cash collection effort, construction and delivery schedule of projects effectively.  
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Disclaimer 

Credit rating and research reports published by Lianhe Ratings Global Limited (“Lianhe Global” 
or “the Company” or “us”) are subject to certain terms and conditions. Please read these terms 
and conditions at the Company’s website: www.lhratingsglobal.com 

A credit rating is an opinion which addresses the creditworthiness of an entity or security. 
Credit ratings are not a recommendation to buy, sell, or hold any security. Credit ratings do 
not address market price, marketability, and/or suitability of any security nor its tax implications 
or consequences. Credit ratings may be subject to upgrades or downgrades or withdrawal at 
any time for any reason at the sole discretion of Lianhe Global.   

All credit ratings are the products of a collective effort by accredited analysts through rigorous 
rating processes. No individual is solely responsible for a credit rating.  All credit ratings are 
derived by a credit committee vesting process. The individuals identified in the reports are 
solely for contact purpose only.  

Lianhe Global conducts its credit rating services based on third-party information which we 
reasonably believe to be true. Lianhe Global relies on information including, but not limited to, 
audited financial statements, interviews, management discussion and analysis, relevant third-
party reports, and publicly available data sources to conduct our analysis. Lianhe Global has 
not conducted any audit, investigation, verification or due diligence. Lianhe Global does not 
guarantee the accuracy, correctness, timeliness, and/or completeness of the information. 
Credit ratings may contain forward-looking opinions of Lianhe Global which may include 
forecasts about future events which by definition are subject to change and cannot be 
considered as facts.   

Under no circumstances shall Lianhe Global, its directors, shareholders, employees, officers 
and/or representatives or any member of the group of which Lianhe Global forms part be held 
liable to any party for any damage, loss, liability, cost, expense or fees in connection with any 
use of the information published by the Company. 

Lianhe Global receives compensation from issuers, underwriters, obligors, or investors for 
conducting credit rating services. None of the aforementioned entities nor its related parties 
participate in the credit rating process aside from providing information requested by Lianhe 
Global.  

Credit ratings included in any rating report are solicited and disclosed to the rated entity (and 
its agents) prior to publishing. Credit rating and research reports published by Lianhe Global 
are not intended for distribution to, or use by, any person in any jurisdiction where such use 
would infringe local laws and regulations. Any user relying on information available through 
credit rating and research reports is responsible for consulting the relevant agencies or 
professionals accordingly to comply with the applicable local laws and regulations.  

All published credit rating and research reports are the intellectual property of Lianhe Global. 
Any reproduction, redistribution, or modification, in whole or part, in any form by any means is 
prohibited unless such user has obtained prior written consent from us.  

Lianhe Global is a subsidiary of Lianhe Credit Information Service Co., Ltd. The credit 
committee of Lianhe Global has the ultimate power of interpretation of any methodology or 
process used in the Company’s independent credit ratings and research.  

Copyright © Lianhe Ratings Global Limited 2020. 

 

 


