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Home Furnishing: 1H21 new residential sales area grew
29.4% yoy, completions lifted 27% yoy; we see 2H growth

New housing performed better in June 2021 than in June 2019. New
construction starts were stable: 1H21 completions continued to recover.
Home furnishings grew well from a low base. In the post-pandemic industry
disruption, market concentration is rising and online soft furnishing retail
is strong on channel expansion. We favor the late-cycle home retail sector.

New residential sales and completions up in 1H21 and we expect 2H growth

1H21 sales area of residential and commercial properties in China was 790.81m sgm, up 29.4%
yoy (9.6ppt slower than 5M21) and up 19.5% from 1H19. Monthly rises in sales continued in June,
with residential and commercial properties at 193.88m sgm, up 6.7% yoy (4.6ppt slower) and up
11% from June 2019.

New property sales in first, second and key third-tier cities increased yoy in June
Commercial properties: 1H21 total transaction area in China’s 30 large and medium-sized cities
was 99.11m sgm, up 45.01% yoy, 16.62ppt narrower than in 5M21, and up 18.28% from 1H19. By
city tier, first-tier transaction area amounted to 22.24m sgm, up 33.03% from 1H19; second-tier was
49.31m sgm, up 24.96% from 1H19; and third-tier cities’ transaction area came to 27.56m sqm,
down 0.19% from 1H19. Second-hand properties: In June, transaction area in nine major cities
was 6.61m sgm, a yoy decrease of 9.97%, up 0.91ppt from May, and a decrease of 1.95% from
June 2019. Cumulative 1H21 transaction area of second-hand housing in nine major cities was
39.51 m sgm, up 28.69% yoy, up 5.31% from 1H19.

Commercial and residential completions rose significantly yoy

In 1H21, residential completions area in China amounted to 262.54m sgm, a yoy increase of
26.95%, and up 14.50% from 1H19. The growth rate of completed residential properties would
continue to be verified in the course of 2021. In June, completed residential area was 63.74m, up
63.22% yoy and up 55.67% from June 2019.

In 5M21, cumulative fully furnished new housing fell yoy, according to AVC data. Cumulative fully
furnished new starts from January to May came to ~886,000, a yoy decrease of 6.3%. In May, 233,000
new fully furnished new housing projects commenced, a decrease of 17.20% yoy. From 2016 to 2018,
fully furnished new starts volume increased substantially, so considering the business cycle is 2-3
years, we expect incomes of furnishing material suppliers to grow rapidly from 2020 to 2021.

In 1H21, furniture retail sales in China amounted to RMB78.1bn, up 30% yoy, 5.1ppt slower than
5M21 and down 12.9% from 1H19. In June, furniture retail sales amounted to RMB16.1bn, up
13.40% yoy and down 12.6% from June 2019.

Furnishing materials: In June 2021, prices of particleboard and medium-density fiberboard rose
slightly. While prices of MDI and TDI fell mom, they showed significant yoy increases. Particleboard:
in 1H21, ASP of 18cm was RMB67.91, up 5.13% yoy, up 5.88% from 1H19. June ASP was RMB70,
up 1.97% from May. Medium-density fiberboard: in 1H, ASP of 15cm was RMB78.50, up 1.93% yoy,
and up 4.50% from 1H19. ASP in June was RMB80.80, up 2.24% from May. MDI: in 1H21, ASP was
RMB22,093.44 /ton, up 54.71% yoy and 4.28% higher than in 1H19. In June, ASP was
RMB19,095.24/ton, down 4.47% from May. TDI: ASP in 1H21 was RMB14,669.67/ton, up 37.15% yoy,
and up 4.00% from 1H19; in June, ASP was RMB13,497.62/ton, a decrease of 2.91% from May.

Investment summary and risks

Sales of new housing in June 2021 were significantly better than in June 2019. New construction
starts were stable: completions in 1H21 continued to recover. Home furnishings had high growth
due to a low base. With the industry disruption in the wake of last year’s pandemic effects, the trend
of a rising concentration of market leaders is showing. Online soft furnishing retail sales increased
significantly and the industry's diversifying channel expansion created opportunities. We are
optimistic about the late-cycle home retail sector. We recommend a strategy of high-growth and
undervalued stocks: Xilinmen Furniture (603008 CH, BUY); Jason Furniture (Hangzhou) Co
(603816 CH, BUY); Man Wah Holdings (1999 HK, BUY); Zbom Home Collection (603801 CH, BUY);
Oppein Home Group Inc (603833 CH, BUY); and Suofeiya Home Collection (002572 CH, BUY).
Risks include: low demand for redecorations; product deliveries less than expected; rising raw
material prices; and exchange rate fluctuations.

TFI Asset Management Limited is a division of TF Group, which does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the TFI Asset Management Limited may have a conflict of interest that could affect the objectivity of this report. Investors should
consider this report as only a single factor in making their investment decision. Please read the disclosures and disclaimer at the end of report.
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Data tracking in household sector

Indicators Frequency Source
Drivers

Residential properties sales area month NBS
30 large and medium-sized cities day Real Estate
sales Bureau
:gklaasrge and medium-sized cities month NBS
ge’ggjr;(:-giﬁgg properties sales in day Wind
Residential properties completed month NBS
Fully furnished properties month AVC
Sector operation data

Furniture retail sales month NBS
Furniture manufacturers income month NBS
Furniture manufacturers profitss month NBS
Cro lidation indi S

Public organization orders quarter Company
Online transaction data day Taobao/T-mall
Raw materials

Particleboard price day Wind
MDF price day Wind
TDI price day Wind
MDI price day Wind

Source: National Bureau of Statistics of China (NBS), www.avc-
mr.com (AVC), Wind, Taobao, T-mall, Tianfeng Securities
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BORERIE: Wind, RRILZFHFFLT

ZF—. Z8/ERESA=ZLHT 6 AFEEHERKEK. Bk EE, 1-6 HEE 30 KAl
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19 4E 1-6 AN 18.28%; HHFE, 2021 F 6 A4E 30 KH 381w fh 5 R A AR 1799 Ji T
FiK, FHTF0.93%, % 1946 A0 8.35%.
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194 1-6 AN 24.96%; =L SR 2756 i), Rit[FEE B 19.52%, % 19 4F
1-6 A Tk 0.19%.
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FORERUE: Wind, RRIEZFHF LT

ZORIRIE: Wind, K RIEZHETTHT
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BRI Wind, RKGEFIFTCHT
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B 23: mfildkiE 6 A4EHi 2.72 1258, HW EF 6.85%, B 1946 B 24. BIKHEHE 6 458 2.46 27T, FILL M 6.47%, 8 1946

A 87.56% F#in 13.18%
400,000 120,000 500%
350,000 100,000 400%
300,000 %
80,000 J00%
250,000 200%
200,000 60,000 100%
150,000 40,000 0%
100.000 20‘000 | I| I -100%
o [ M A (1 11 0 - II I I II. ~200%
0 - mmilm | | A0
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A I NN N Y
m— BERESE(AT) —e—ELh
VORRIE: T, KM, RGEEWI VORI W, R, RIGERWIT

SE 2R Al »

RIEWHEME 6 HA5EHN 7166 /78, AL N4 72.68%, % 194 6 H T 96.60%, 2021
HF1-6 HEER0N 3.23 12T, ZAlFILTIE 72.97%, % 194 1-6 H T 85.92%.

FRIRE JTHEALIE 6 HAS&EHN 1.00 1275, R Lk 4.70%, % 19 4E 6 i 8.84%, 2021
HF1-6 HEEH0N 3.72 1470, ZAlFILTIE 62.93%, % 194 1-6 H T 24.51%.

IFREHEME 6 H45EMN 2020 /75, AL N4 69.05%, % 194 6 H N 51.25%, 2021
F1-6 HBEHN 4977 Jiot, RiIFFEILETH 68.20%, #1944 1-6 A T 44.55%.

IR EHEALE 6 H45E%1 4266 6, [FHL FK 179.55%, % 194F 6 H Ltk 30.73%, 2021
H1-6 ABEHN 1.62 1256, BitFE BT 51.60%, % 19 4 1-6 A LT+ 42.30%.

M BECEALE 6 H 854 3518 Ao, [ BT 9.19%, # 19 4E 6 A T 62.87%, 2021
F1-6 AMEHN 1.64 1470, BitFLL T 23.55%, # 194 1-6 A Tt 24.18%.

B SERIEAE 6 A4S 273 Jiot, HH TS 57.87%, & 19 F 6 A Tt 93.01%, 2021
fE 1-6 A4HEHN 1891 Jit, RitFL R 68.26%, % 194 1-6 H T 77.19%.

Bl 25:. RIEMIEAE 6 AHEHN 7166 Fit, RHTRE72.68%, & B 26: HREFMMIE 6 AHEFN 2020 7iot, FIH T 69.05%, &

194F 6 H T 96.60% 194F 6 A T8 51.25%
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18,000 s
200,000 14000 6
150,000 12,000 c00%
10,000 )
100,000 8,000 400%
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50,000
4,000 .
0 2,000 I '
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B 27. EFFIEIEAE 6 A MBS 4266 i, R Rk 179.55%, B 28: WimEECEALE 6 A44E&9i 3518 Jiyt, R EF 9.19%, £

% 19 4F 6 A L3 30.73% 194 6 A& 62.87%
14,000 15,000 250.00%
12,000 200.00%
12,000
10,000 150.00%
8,000 9,000 100.00%
6,000 6,000 50.00%
4,000 0.00%
3,000
2,000 I I I I I -50.00%
0 | | I I I [ | [ | 0 -100.00%
T O WM~ OWEO - OWNMM~E®D - —OLWw
OO0 00000000 —0000O0O«0O0O0
DD DDDDDDDDD DO DO 0O — = —
Cococobocoboooo00008888808
L3 I o I o BN o B olf B o B o [ o B0 oF B o BN o I oV BN o B oV B oV BNV AN A A A Y
w—EFRWEEEE(A ) —e—Fth — AT ——
PORIRIR: W=, KA, RXAESRT L AT BRLRIR: W=, KA RXAUESRT LT
2 A A

RRFEENE 6 HAEH N 1.881270, [FLLIEEK 40.18%, 1946 H 7} 80.36%, 2021
H1-6 ABEHIN 4.90 1275, BitFEL BT 39.16%, # 19 4 1-6 A LT 52.92%.

BEHAEME 6 545848 8021 Jiyt, [FILIK 230.76%, # 19 4 6 A F+ 1337.40%,
2021 4F 1-6 HHEHUN 2.07 1278, RiTFIELEK 284.12%, # 194 1-6 H LT+ 774.10%.

EIRITEME 6 H 44841 2.66 12T, R ik 126.50%, # 19 4 6 H ET+ 601.95%, 2021
F1-6 AMESN 7.21 1276, RitEELEK 107.09%, % 19 4 1-6 H T+ 571.62%.

TEMATENE 6 BHiHEH 3.77 120, FEEK 55.85%, # 19 £ 6 A L+ 164.25%, 2021
F1-6 HEER0N 8.65 1470, ZilFILkiEK 22.90%, % 19 4 1-6 H L7t 149.88%.

IMARFANV K EHEALE 6 A 458541986 Jiot, ALK 25.35%, 20214 1-6 H BitEGN
3611 Jizt, Rit[ELIEK 317.63%.

B 29: ZAHEMIENE 6 B4SER 3.77 1270, FIHEK 55.85%, 19 & 30: Ei5IIHEANE 6 45BN 2.66 (27T, A FEk 126.50%, &

46 A FFF 164.25% 194 6 A _EFt 601.95%

90,000 400% 60,000 620%
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B 31: BEFEEAE 6 AHEES0N 1.88 270, FILLIEK 40.18%, B 32: HEAMML 6 HEHCN 8021 /it, FLL#EK 230.76%,

% 194 6 AL 80.36% B 194 6 A _EF+ 1337.40%
70,000 160.00% 9,000 6500%
60,000 120.00% 8,000 500%
7,000
50,000 80.00% 400%
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3,000
20,000 -40.00% 100%
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FORISRIE: T, KA, R 5T BORLRIR: dTE, KA, RIKAEZR0E T

MEE ISR

HIX PSS 6 4S5S40 1841 Fit, ALK 928.49%, % 19 4E 6 H T4 25.82%,
2021 ££ 1-6 A48 4600 576, EitFE ETF 113.08%, % 19 4 1-6 H N4 45.50%.

R DAEAE 6 AN 7766 FiG, HEH LT 79.98%, # 19 4 6 A LT 233.78%,
2021 £ 1-6 A EHIN 1.80 1270, BitEt T 142.88%, % 19 4 1-6 A LT+ 255.36%.

FUBGEMLE 6 B #5848 2.79 1276, B EFF 241.92%, #1946 A 7} 284.88%, 2021 4E
1-6 ABEDTN 4.90 1276, BitFE LT 169.74%, % 194 1-6 A L7 128.41%.

Rl BIBHENE 6 444 2602 Ht, W EF 3.38%, & 19 4F 6 A LF 44.29%, 2021
4 1-6 A8 EA )y 6458 Jiot, RiFFEILL BF 58.41%, %194 1-6 A L7 43.97%.

Bl 33: EIATWIEAE 6 AEESUN 1841 Fion, [EHIEK 928.49%, B 34: HIETWBIEME 6 A EHN 7766 Fist, [FH LF 79.98%,

# 19 4E 6 H TR 25.82% B 194E 6 H LTI 233.78%
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Bl 35: JURHEALE 6 45851 2.79 1258, R EFF 241.92%, # 19 F 36: PHEH DRI 6 A85&%E 2602 /76, R EF: 3.38%,

££ 6 A EFF 284.88% 194 6 A LF 44.29%
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B 37: ATERMAEES
12000
10000 |

80.00
60.00
40.00

20.00 ¢

0.00

AR R B

2021 FERM MR IEE _ETF, AIER B T E R K AR, 18 HARR K, 2021 4 1-6
H, 18 EAIZEHR M 67.91 7T, FH EF 5.13%, 194 1-6 A L-F 5.88%, 6 A HIH

70.00 Jt, k5 A EF 1.97%.

PR EE T TOE R K BATTRIHIE, 2021 4F 1-6 A, 15 LR My 78.50 T, R L
Bk 1.93%, B 194F 1-6 A L7+ 4.50%; 6 F ¥ 7394 80.80 ju/3k, ¥tk 5 A Lk 2.24%.

B 202 (/oK)

FORLRIE: Wind, RRGESFHF LT

SRR 18E (LK)

R 2: EBOL 7 FNHE

SR 1 5ETKR)

B 38: HLRMIEES

— 18 (TT/5K)

—— IR SEOTK)

FERERIE: Wind, RIGESFHTFLIT

— R 1 2[E(TT/5R)

e 52 (TT/5K)

QIR : 15 E(TAK)

QAR : 18 E(7TAK)

QIR : 20 E(TK)

2015
2016
2017
2018
2019
2020
2021

65.2
65.5
64.8
63.9
62.0
62.5
63.4

723
731
67.4
65.1
64.3
64.6
67.9

82.8
86.9
89.7
90.9
91.2
914
92.8

ORI : Wind, R RIEZFHESLIT

R 3: WEHUL 7 FMHE

PR 5 E(TTAK) HER: 12 EH(TK) iR 15 E(TAK) HeFiR: 18 E (oK)
2015 305 66.4 74.0 90.1
2016 312 70.1 76.1 87.3
2017 30.8 73.0 76.0 90.0
2018 309 753 759 913
2019 312 752 762 914
2020 312 755 770 915
2021 320 745 785 926

ORI : Wind, R RIEZFHESLIT

20214 1-6 JJ, MDI & ELLIEIEAAE, MDI F B T b R BURBFT T R hiE, 2021 4E
1-6 H, MDI ¥4y 22093.44 su/uli, [FELL ETF 54.71%, % 19 4F 1-6 AN 4.28%, 6 A

19095.24 jo/iti, L5 A T 4.47%.

2021 £ 1-6 A, TDI HRLLIEHE, TDI FEH FR#HiE, 2021 4 1-6 H, TDI S
14669.67 /M, [ELL Tt 37.15%, % 19 4E 1-6 H 441 4.00%, 6 HI¥IM 13497.62 Jr/uii,

W5 H T 2.91%.
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& 39: 20214E 1-6 A, MDI ¥ 22093.44 /i, [F_EF
54.71%, % 194E 1-6 A#4hN 4.28%

& 40: 2021 4E 1-6 A, TDI¥Hr 14669.67 ju/mi, [F_EF
37.15%, %% 19 4 1-6 A 340 4.00%

MDIT s Edi| CPAz: To/mD TOUNM R EEE (fr. TT/M)
40,000.00 60,00000
35,000.00
50,000.00
30,000.00
25,000.00 40,000.00
20,000.00 30,000.00
15,000.00 20,000.00
10,000.00
10,000.00
5,000.00
0.00 0.00
N N N N N N N N 2 e e Y Y o Y >
& ¢ ¢ ¢ & o o ¢ 9% 9% 97 9% ¥ & ¢ ¢F
ST G R R GRS - A 3 & g ¢
> U S I S A U 3 3 W 3 3 > 3
BRIRIR: Wind, R XAEFHF 78 FRIRIE: Wind, K XAESBF 5C BT
% 4. MDI/TDI I 7 EMH%
MDI 3534+ (Fo/mE) TDI H4(Fu/mi)
2015 16972 12654
2016 17794 19150
2017 27999 32262
2018 27524 28470
2019 19349 13317
2020 17722 12267
2021 22093 14670

BRI : Wind, RRILZFHF LT
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Disclaimer

Analyst Statement

Each research analyst identified in this publication certifies that all of the views expressed in this publication by such analyst accurately reflect the personal views of each such analyst about
the subject securities and issuers. In addition, each research analyst identified in this publication certifies that no part of the analyst's compensation was, is or will be, directly or indirectly
related to the specific investment recommendations or views expressed in this publication, nor is it tied to any specific investment banking transactions performed by Tianfeng Securities Co.,
Ltd or any other affiliates and subsidiaries globally.

General Disclosures

The term "TF Group" used in this publication refers to Tianfeng Securities Co., Ltd. and its affiliates and subsidiaries globally, including TFI Asset Management Limited (CE No.: ASF056). This
publication and all materials contained in it has been prepared by the TF Group and, if applicable, with the contributions of one or more TF Group entities whose employees are specified on
page 1 or identified elsewhere in the publication.

The contents contained in this publication is confidential and only for the use of clients of TF Group. TF Group will not deem a recipient as its client by reason only of their receiving this
publication. Information herein has been obtained from sources believed to be reliable, but TF Group does not warrant its accuracy or completeness. The information and opinions contained
herein are provided for TF Group clients’ reference only and should not be construed as an offer to buy or sell or the solicitation of an offer to buy or sell the securities mentioned. The
information and opinions contained herein do not take into account the particular investment objectives, financial situation, or needs of any recipient. Under no circumstances shall the
information contained herein or the opinions expressed herein constitute a personal recommendation to anyone. TF Group clients are advised to make their own independent evaluation of the
information contained in this publication, consider their own individual investment objectives, financial situation and particular needs and consult their own professional and financial advisers
as to the legal, business, financial, tax and other aspects if necessary. TF Group shall not be liable in any manner whatsoever for any consequences of any reliance thereon or usage thereof.
To the extent this material is provided to any recipient, this material is provided solely on the basis that the recipient has the capability to independently evaluate investment risk and is
exercising independent judgment in evaluating investment decisions in that its investment decisions will be based on its own independent assessment of the opportunities and risks presented
by a potential investment, market factors and other investment considerations.

Opinions, speculations and predictions contained in this publication reflect opinions held, and speculations and predictions made, at the time of publication. Such opinions, speculations and
predictions are subject to change and may be amended without any notification. Unless stated otherwise, any performance data quoted represents past performance. Past performance shall
not be considered as a reliable indication of future performance. At different periods, TF Group may release publications which are inconsistent with the opinions, speculations and predictions
contained herein. No representation or warranty is made that any returns indicated will be achieved. Certain assumptions may have been made in the analysis which has resulted in any
returns detailed herein. Changes to the assumptions may have a material impact on any returns detailed.

TF Group’s salespeople, traders, and other professionals may provide oral or written market commentary and/or trading ideas that may be inconsistent with, and reach different conclusions
from, the recommendations and opinions presented in this publication. Such ideas or recommendations reflect the different assumptions, views and analytical methods of the persons who
prepared them, and TF Group is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any recipient of this publication. TF Group’s asset
management area, proprietary trading desks and other investing businesses may make investment decisions that are inconsistent with the recommendations or opinions expressed in this
publication.

Special Disclosures

TF Group has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its research business. TF Group’s analysts and other employees who
are involved in the preparation and dissemination of research publications operate and have a management reporting line independent of TF Group’s Investment Banking business. Information
barrier procedures are in place between the Investment Banking, proprietary trading, and research businesses to ensure that any confidential and/or price sensitive information is handled in an
appropriate manner.

The analysts and/or Research Support named in the publications, as well as TF Group’s salespeople, traders, and other professionals, may have, from time to time, discussed with our clients,
including TF Group’s salespeople, traders, and other professionals, or may discuss in the publications, trading strategies that reference catalysts or events that may have a near-term impact on
the market price of the equity securities discussed in the publications, which impact may be directionally counter to the analysts’ published price target expectations for such stocks. Any such
trading strategies are distinct from and do not affect the analysts’ fundamental equity rating for such stocks as described herein.

To the extent permitted by applicable laws, TF Group may have positions in, and may effect transactions in securities of companies mentioned herein and may also perform or seek to perform
investment banking, financial consulting, financial products and various financial services for those companies. Therefore, TF Group’s clients should be aware that TF Group and/or its associated
person(s) may have a conflict of interest that could affect the objectivity of this publication and the opinions expressed herein. TF Group’s clients are advised not to rely on the opinions contained
in this publication when making any decision, including without limitation any investment decision.

Hong Kong: This publication is distributed in Hong Kong by TFI Asset Management Limited, which is regulated by the Securities and Futures Commission of Hong Kong (“SFC”) and is licensed
for the conduct of Regulated Activity Type 4 (Advising on Securities), Type 5 (Advising on Futures Contracts), and Type 9 (Asset Management) of Part V of the Securities and Futures Ordinance
(Cap. 571) (“SFO”). Queries concerning this publication from readers in Hong Kong should be directed to our Hong Kong sales representatives.

Singapore: This publication is distributed in Singapore by TFI Asset Management Limited. It is only intended for, and may be distributed only to, institutional investors in Singapore (as defined
in the Securities and Futures Act, Chapter 289 of Singapore). Recipients of this publication should not further distribute this publication to any person that is not an institutional investor.

United States of America: This publication is distributed in the United States by TFI Asset Management Limited pursuant to Rule 15a-6 under the United States Securities Exchange Act of
1934. Distribution is restricted to "Major U.S. Institutional Investors" only (as defined in Rule 15a-6. TFI Asset Management Limited is not a U,S, registered broker-dealer.

The analyst(s) listed on the first page of this publication is (are) not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (FINRA) and are not subject to
U.S. FINRA Rule 2711 restrictions on communications with companies that are the subject of this research report; public appearances; and trading securities by a research analyst.

Other Jurisdictions: The distribution of research publications in other jurisdictions may be restricted by law and such reports will be made available in other jurisdictions pursuant to the
applicable laws and regulations in those particular jurisdictions. The research publications are not directed to, or intended for distribution to or use by, any person or entity that is a citizen or
resident of or located in any locality, state, country or other jurisdictions where such distribution, publication, availability or use would be contrary to law or regulation.

Ratings Definitions

| tment Ratings

Category Description Ratings System

Stock investment ratings within 6 months from the report issuance date, Buy Expected relative return over stock price above 20%
increase or decrease relative to the Index of the  Accumulate Expected relative return over stock price between 10% and 20%
jurisdiction of the Stock in the same period Neutral Expected relative return over stock price between -10% and 10%

Sell Expected relative return over stock price below -10%

Industry investment ratings within 6 months from the report issuance date, Outperform Expected increase of industry index over 5%
increase or decrease relative to the Index of the ~ Neutral Expected increase of industry index between -5% and 5%
jurisdiction of the Industry in the same period Underperform Expected increase of industry index below -5%

Jurisdicti Index Used for Ratings Definitions

China Mainland CSI300 Index

China-Hong Kong Hang Seng Index

China-Marco Hang Seng Index

USA Standard & Poor’s 500 Index

Copyright of the publications belong to TF Group. Any form of unauthorized distribution, reproduction, publication, release or quotation is prohibited without TF Group’s written permission.

Contact

TFI Asset Management Limited

11F, Nexxus Building, 41 Connaught Road Central, Hong Kong
Email: research_tfi@tfisec.com

Tel: 852 3899 7399
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