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Lianhe Global has affirmed ‘BB+’ global scale Long-term Issuer Credit Rating to 

CIFI Holdings (Group) Co. Ltd.; Issuer Rating Outlook Stable 

HONG KONG, 9 December 2019 – Lianhe Ratings Global Limited (“Lianhe Global”), an 

international credit rating company, has affirmed the global scale Long-term Issuer Credit 

Rating of ‘BB+’ to CIFI Holdings (Group) Co. Ltd. (“CIFI”). The Outlook is Stable.  

The Issuer Rating reflects the Shanghai-headquartered property developer’s stable gross 

profit margin amid market challenges, sizeable land bank adequate for the business growth of 

coming three years, and excellent cash collection capability that helps secure organic funding. 

CIFI’s rating constraints include perceivable increase in financial leverage and a high 

percentage of contracted sales from joint venture (“JV”) contributions which could to a certain 

extent obscure its financial transparency. 

The Stable Outlook reflects our expectation that CIFI will maintain stable profitability metrics, 

sustain the operating efficiency, and replenish its land bank in a measured manner while 

managing its elevated financial leverage. 

Key Rating Rationales 

Consistent Gross Profit Margin Albeit Market Headwinds: We expect CIFI to continue 

posting a stable profit margin at around 25% within the rating horizon of coming 1 to 2 years, 

provided its satisfying track record of business management. The company has set internal 

guidelines of land bank expansion since 2015, which limited the average price of acquired 

lands as percentage of average selling price and allowed the management to avoid the land 

acquisition budget during the time of high land price. These helped maintain its gross margin 

at about 23%-27% in 2015-2018.  

To manage its land cost, CIFI also gradually broadened the land acquisition channels into 

mergers and acquisitions (“M&A”) to complement its existing JV approach. The average land 

cost of new land in the first seven months of 2019 was RMB4,967 per square meter, down 

from RMB6,100 in 2018. 

Large Land Bank Supports Business Growth: CIFI expanded its land bank rather 

aggressively at a CAGR of 49% during 2015-2018 which boosted its market position measured 

by gross floor area (GFA) of contracted sales to 19th from 35th, according to reports published 

by China Real Estate Information Corporation (CRIC). We notice the company has navigated 

its way into tier 3 cities since 2017 like its peers in a bid to mitigate potential impacts of 

statutory price-control measures applied on the selected top tier cities as part of the 

government’s property market stabilization policy. Lands in tier 3 cities accounted for 16% of 

total at end-June 2019, up from 5% at end-2016. 

The company’s consolidated land bank of 46.7 million square meters – of which 23.4 million 

square meters was attributable to the company – covered a diversified portfolio of 63 cities 
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across five regions in China at end-June 2019, with the Yangtze River Delta region 

representing the largest portion, or 29.8% of total GFA to be exact. We expect CIFI’s land 

banking pace to slightly moderate considering its current size of land bank vis-à-vis the 

contracted sales growth target as well as the management’s intent to rebalance the financial 

leverage. 

Robust Cash Collection Provides Stable Funding: CIFI operates with a high inventory 

turnover strategy aiming to generate organic funding from operating activities for further land 

bank expansion. The company links the business growth to its employees’ key performance 

indicators which expedites project presale, shorten the delivery cycle, and enhance its cash 

collection. The whole development project usually takes CIFI less than 2.5 years to deliver, 

which is about one year quicker than its peers. The strict internal target also allows CIFI to 

maintain a superior cash collection rate of above 85% since 2015.  

Substantial Increase in Leverage Constrains the Rating: CIFI mainly finances its 

aggressive land acquisition through external funding including bank loans, bond issuance and 

debt-like equity instruments. The company’s reported total debt increased to RMB111.0 billion 

at end-June 2019, up from RMB90.5 billion at end-2018. While such increase in financial 

leverage has perceivably pressured CIFI’s financial metrics, its overall credit profile remains 

within the ‘BB+’ threshold in our view. However, any further material increase in financial 

leverage of such momentum will not only entail deterioration of its standalone credit quality 

and operating efficiency, but also adds on execution risks to its projects under development if 

the company continues its trajectory of leveraged growth.  

Rating Sensitivities 

We would consider downgrading CIFI’s rating if its operating performances materially 

deteriorate and/or it were to increase financial leverage as measured by debt to capitalization 

ratio to above 60%, or an EBITDA interest coverage ratio to below 3.0x consistently.  

We would consider upgrading CIFI’s rating in the events where it were to lower its financial 

leverage as measured by a debt to capitalization ratio to below 50% and an EBITDA interest 

coverage ratio to above 5.0x consistently.  

About Lianhe Global  

Lianhe Global is an international credit rating company that provides credit ratings to 

corporations, banks, non-bank financial institutions, local government financing vehicles, and 

other asset classes around the globe. Lianhe Global also provides credit risk research and 

other services related to credit ratings.  

Rating Methodology  

The principal methodology used in this CIFI’s rating is Lianhe Global’s General Corporate 

Rating Criteria published on 16 July 2018 which can be found at the website 

www.lhratingsglobal.com. 

http://www.lhratingsglobal.com/
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Note: The above Issuer/Issuance Credit Ratings are solicited at the request of the rated entity 

or a related third party. 
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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 2019. 

 


