20240407 www.ziondaily.com

GEHE 2024 FE 4 H7THLE
F—IE 12012 BEINE Vol. 739 — KRERETE] (474) DIEERFESHT-LALEREE (24)

EREE . AENEEESE T SR EFRR , 1R EE R -

LA /NG > ENEE H SERTT 70 SR (Z (RS -
HPIrZ i ARz — (RS Bz - i -

PEfio AT - TRMTRESEE & 2 RAVIER - HEERMAES -
ARy - BELE > B (EEAE YRS -

HENEEYE > 2] DANE —(E2 A& Eav iR
LG ERZEIE - QB - B SRk FNe RS

HANZIE A T — IR AR IS > B BRI SN LE
Folly > SR BN E A » ARG REAIE B - Rt AT Akt

B N A RCE SRIERIRRE - 193 2 S Y E TREEAIREE -
ARIEE > ARAEEA G A SRR -

R M A E A - RS EEE - HAY o S AT DA e
FEEREE (A —EHESVA > BRI ZERFEENER -

FLIEAT L ASARATEIAE - Hh8ef T 282 288 > #if] B+ >
HERRAYLLESIAKER - HUZRHHY
{EESFHAGER > EHSERANE L T ZEZATRE -




20240407 www.ziondaily.com

ERMBEEERESNEE > FMTEE A LR £
AR > TRy 5 BT E > R ER L

[EiF > CRURER) IREERR - R —DIRRIES R I A HEENVEE > IR DR T -

Pl 2
VE i

L T e SE—

BX iR % 18:21-23 - Ett{ﬂ

21 B—RUANNMXFEEE—IRDR  FIRAES « HifEiEe -
@ PHRARtMNSEENNERNTIE  RAEBRT »
22 BE - FR-RE - RENES EMPERAEBRER ;
BETFEATMPIEMRANERBR  HENBSEMPRANGERER
23 RBNEMPRRAEBRE  WELDMBENSES  ERPERAEBRER -
MANEBERMRESH CHNBEA  BEHR RIREVBMHHRET -

BOREIRH > & AWTFEEE A LA AR AL P -
PR T T FAREREY—2F » EIEH RN =
ERYTFTHRVRRG G - WERIVEIZ - BUG - el - OFRSUE -

At - gitEEELAN2E - SERLE - 2%5F
AMEWITR LT HE Y - Bl ErreE sy - SUERAS -

pian - TRV R UREEE - (B815a0) EFVEHRES
BMFTEIEArERBREGIENR - A Resd S E AR -

[EIREH - SRE T R IR, BSRVREER
PR - (A o EEETMIFTIRAYEE R R A, -

Rt - BETEERIA > IRFEEACFEIZFAIRE IS5 T] - EWFe R 2 Ty B (B )= -
FEIE > AL FIRI(E (IRES A TR -

W H - MEHIRARERE > IR « IS (ARSI EE s i



20240407 www.ziondaily.com

Gl

fh%@hﬁriﬂzm

52 WESREREEEAHIE - SRS e HmR B A -

EMEEUE

¥ :202453H16-17H |

I [FJRFLEERAY - R R F aa A S5t
FEEHIRIEHAEA > Ry A\ 2R SO MY SE &



20240407 www.ziondaily.com

NS Aﬂﬁiiﬂl

Rt - 528 HEEAETR S LB AN - s i S A AREOE A -

EH 2024 8FerERE (1)
A 2024 F > BB EEANETE TR o AR g o i AR ER -

EXA2024%F + BPIMRWOBER - REIETME  EANEREM -
i HRNAPHNEIRERMNS @ B BERRMEMEEMR -
EBHROBOMNS SR —HEB  RAMBHNHIY  SERRAFE Eﬂi@ﬁﬁﬁﬁgﬁ!ﬂmmﬁ e

B B TR EIRINS - &SR AR B K4
HENYEFLEMNS > B EEE - BAFTAHTY) %BEZ%%AY?% ’
ERLE SRR RS -

It FMMEZ S G HHETH OO > BEEEE R > D& HHESAER M T THEIR -
[FJE - IR B AR (] A E A R -

2024 5F » AT REEE e BUR AL HY 58 55 L 2 -
SIS HA TRV 30 ) B EERVEE A -



20240407 www.ziondaily.com

THEEEERER - B FEPREENYE ARSI -
R A P it 12— (B A R HIIRER

HFERERSE - FEHE > HEESHIER -
P ERRE - SR DU ~ BRI Ay AT
FMEENETEE - EALERAER -

DRI - SRR - AR 1997 EEBHYIFIE HIEFL
RS ERTEEAVLIE > TRE] T S RRAYRFH -

FEFEAALE > it R B S A A AR A

JFA > REA DG > — B AR — A E SR mH R DR FFHIE -
E2F 0 R NGHARFENTHE - ZEE [ -

B > AFEACEN  HEASVEEZ > TREF—EYE -

BE2R > it R REL G RS M E RS -
— ELRESO BN R TSRAVARAR - BRI BT G 2 B HE AR & T AR A SE AR -

EEANFERE - BEREEF TR 10,000 7TH2 20,000 7T
—{[& 1,000 *FFIRAVEEAL T{E > #€ 1,000 EFZ2 2,000 & >
FHEFTHEEAY 5% - NMEREWEEFE > BB E A

ZEIR » LS 88 > LT BEREARSE -

EANARSFYE BB R E
A SRHR S R0 » S DB R T R -

[FBE > FEIRRERYE S - i Ar S S ER s L
REALEG > E—(ARERNFHE LR 1,000 S5 -
T BEEE SR 0 KRS ERE -

(E¥R SRS - e —RUEE R T EREAAVER - Frifeyss o DR ERY -
BE A% - wie] FAAEEARAE > U aBsay A -
BTN T =i A - SER - sEE -

PRSI > Al DU TR B ET TR E

HRBIFT S - MR REEErS - RE o RS R 2nyess
BUFsEae s L Sy AR &bt - A DR ORI TR -

Higk " =@t REF T BT RS e SRR -
HEHEARE » VILIZFE RS - BRI > S AR iesdie - St 2R E bt -

EExEEEBE AR =  FUEFER
REALEG > Mg SEEEEEFELER?



20240407

www.ziondaily.com

AL EEIE—(EE > FK=T1 > A ANEFE > H LA BT ME

NIFTEEEE - BHE S — DA - EERE AR -
MELUEEHAEF TN - I GEREEE

M ERRAE S T > SREESEARREER -

A& HEEEBEYY > SORIEEIEKE - AR E TR EE -

ST P B e A R R T AL FEE R P A AR R B

R R ER -
Would you take this gold bar in exchange for buying a house?
FEEE LIS RSB B R IE A2 » RIEE BTS2

How about this phone?

SEELTRIE ?

A new car maybe?

B —EHTE 7

It might seem absurd.
EEHAS R

but these were just some of the actual incentives.
{HiELEE L H A A -

Being offered to Chinese homebuyers in 2023.
£ 2023 FE 4G TP I 5 &

Property developers, such as the gold bar-giving Huafa Tianfu.
Rt EE R ST o I ik B PRAVEE S & R -

Were forced to get creative as they became increasingly desperate to attract sales.

AR VIREERS[HE - MR -

Stories like these were just the tip of the iceberg.

BRI

In a crisis that involved hundreds of billions of dollars in developer debt.

BSOS KT ESSTTHIB SR (TS

Trillions of dollars in local government debt.

S (B T S PR (S

And at least tens of millions of empty apartments.

IR EVHTEEZEENE -
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China's real estate market is relatively young, only a few decades old.

B H P it T A SRS AR -

And that's because private property didn't really exist in the country until the 1980s.
N 1E 80 FUZ AT > FAEWEIAFAER T -

When the People's Republic of China was founded in 1949.
e N R FLRIEIAE 1949 SEARITHY -

The Communist state did away with private land ownership saying it belonged to the Chinese citizens as a
whole.

EfEShE LRI - RN HFTAHE - FEAE R =P EAR -

Homes were instead allocated to residents and cities through a socialist welfare housing system.

PRt G B EEHRIE - rfcsa)ERAI -

When China began to open up and reform its economy in the late 1970s, there were virtually no private
homeowners in the country.

HEIE 70 4 ORBHEFINIBE AR « BT EARARE -

But that was about to change.
B %

China's economic experiments in the 1980s were largely successful.

1980 F-AX - FPEHYAE R ER AR A )

Its citizens began to make good money from the businesses they were setting up and its cities began to
grow as more people migrated from rural areas.

SN IRBFIRIE R AYSER TIRE G 58 - & 2 NBHERAT - BB ia s s -

But, there wasn't enough housing to accommodate this influx.

E2 A RN B EEGEARIA

So, the state began to make housing reforms.

RIE - BB AR T B R -

In 1988, it began to privatize and commercialize public housing offering, tenants the opportunity to buy
their units at very low prices.

1988 4 » FEIBHAGHIF AL AERIBEEL - LUEE (RRRAYERE HH SR At E Bautkd -

In 1998, the government announced the end of public housing altogether.

1998 & » BT EARTE 2L EA TS -

Whilst back in 1979, virtually no one owned their home in China.
1979 % » fEHE - PR AANBAECHET -

Now, 80 to 90 percent of households own their homes.
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With more than 20 percent of households owning more than one home.

# 20% % EAE —E M EET

So where did it all go wrong?

ARFEE > R L AR E 2

Let's see how the property market works in China.

B PRI Fe it T A =

Like any market, the price of real estate is driven by supply and demand.

IEAMEMT Sk > BiEEE BRI E

When supply is high and demand is low, prices fall.
EHESMERRIERE - ERHE Nk

When supply is low and demand is high, prices rise.

EHERMFERSR - E85e L -

External elements like inflation government policies and interest rates can all upset this balance.

SMIBINZR - BIANERR > BURFBCRAIAER - EE RS P -

But China is still a Communist country.

(BB {2 I £ RIS

So, the state owns the land these cities are being built upon.

I - iSSR0 - BRE ST iER -

In its 1988 reforms, however, the government detached land usage from land ownership and gave what it
called land-use rights to local governments.

NI f 1988 SEHYCE T - BURR (o0 MRS T P A HE S B - G RIS BUS T T Arali ey -4
{52 FHfE

This enabled municipalities to rezone land for commercial use.

T BURHEE AT DARE -3t B R R R s sE R AR -

Then, they could sell land-use rights to private and state-owned enterprises at a profit.

Ptk IS LB SO BREA B - PR -

These enterprises then sold on the rights in a leasehold model to homebuyers.

IR DI EIP & L R LI -

This proved to be an incredibly lucrative source of revenue for local governments negating the need for
property taxes in China, unlike most countries.

FEE o LB R T BUR AR B SRRV SR - P B GRS BB R A B UF R -
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Many economists agree that, the seed for the housing crisis was planted then, in 1994.

AP SEORE R Ry > PR EEREIIE T2 AE 1994 55 THY -

And that was the year Beijing decided to overhaul its entire tax system.

A—4F > JEHURE R R (E R e ] -

The economy was growing and the central government wanted a bigger cut.

ERFEOR RN R - T RBUFEEE S E R (8 -

So, it made tax reforms that helped the state take in a lot more money.

RIE - & e ETT TRIHICE > BB IERE U -

But it was at the expense of local governments.

{BETEESEREE T BURFRYUA -

At the same time, municipalities were being given ambitious growth targets.

[FIEF - HOTBUR SR T I LR R H AR

But, no longer had the tax revenue it had used to fund social services.

AEEAMREF AR - REB AR -

And so, they were encouraged to increase revenue from land-use sales.

DRIt > HET B2 8 HH & st s PR i -

Thankfully for China's cities, there was massive demand for these 70-year leases.

[EFFEESERTE - PRI HIEL 70 FHHAAREFK -

150 million Chinese citizens moved into urban areas in the 1990s and they all needed housing.

90 £ 1.5 (RTEIA RE AT - M FIEHEZEESE -

Profits from selling land shot up and began to make a huge share of local budgets.

SRR - B G TRE TR A 3R -

In 2010, for instance, land conveyance revenue made up nearly 70 percent of local revenues.

BL2010 S B » 3 H (G U AR 70% -

As a result, municipalities became increasingly dependent on a euphoric housing market.

GEER o T UGB BN PRt T 5 B -

And so, the construction boom was born.

B > FRIRENETRE AL -

Property development helped fuel China and the world's economic growth for 30 years.

PeHtERRSE - B 7 TP EIATE SR 30 FERVSE & -

By some estimates, property in China was worth $60 trillion at its peak, making it the biggest asset class in
the world.

9
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And property developers were getting extremely rich in the process, including one you've probably heard of.

FEEBERET > BHERSHEGHR Y 26 IR ERBEN—xRAE -

China's Evergrande

AR

Evergrande

{ISWN

Evergrande

{ISWN

Evergrande

{ISWN

Evergrande

{ISWN

Founded in 1996 by Hui Ka Yan,
TR HEFRENRY 1996 FFAIIL -

Evergrande was one of the many real estate companies that blew up alongside the property boom.

e WEE B B R T WE A Y e — [l B 4% rs

As well as others, such as Country Garden, Vanke and Sunac.

AR - ERARAIELAE -

In most parts of the world prospective homebuyers don't purchase their property outright.

FEHFRE s - EE AR EEFE

They instead put up a percentage of the property price known as a down payment or a deposit while the rest
is covered by a bank.

PTG TR SN — B Bl - TR EIEET & » HErr T ERC T -

The buyer must then pay the bank back with interest over time.
HRWRE— B BB SR T &L S AT AR -

But in the Chinese housing system.

BRI B HRIRE T

It's common to require buyers to advance a large part of the sum to property developers before they even
start building.

G TR E AN KBRS - R 2GRS AT -

10
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This provided developers with loads of interest-free financing which companies like Evergrande used to
fund new projects.

BRI TRERERE - GIERERNIAE  SENELESKEHIEE -

This is well and good as long as property prices keep going up and people trust the system.
HEEERE LR - EAMEEEEZRS - —UEsy

And that's what they did.
[RiUA kT p=s =t 30

Property quickly became Chinese citizens' investment, vehicle of choice over alternatives such as the stock
market.

Pt AR Bl Ry R AV E B T H, » e iy S H At 384

The state's economic stimulus in 2008.

2008 FEBURFHILE B RBEER

And an order to state banks to extend credit.

LUK EOREI A IR TR A B ERIENTES -

Helped bolster Chinese demand for home ownership.

NS T P E TR -

With some citizens buying their second, third or even fourth home.

FEERBE THE - - F=EF2FUERER -

Globally investors piled in as well because they saw Chinese property as a safe investment.

SN R R 2 - N Rt PIEe R T Bl Bt E S — T Y 2 i E -

Assuming the state would never let the sector fail.
kPR B GREETTEE T

And developers leaned into this too.

[ 5% PR TR (R A — B

Evergrande for instance had an entire holding company based out of the Cayman Islands dedicated to
raising finances outside of China.

pian > WAAER SRR — IR AE - BEFETEIDSNEEES -

This led to a massive property bubble with speculation, price rises and uncontrollable debt.

EAER T —EERAFEHERIR - FERE S  REAEE RIS -

A property bubble happens when there is an increase in housing demand for a limited supply.

BB RA B - T2 B SR R AR -

Low interest rates, cheap credit and lowered standards for credit repayment.

AR ~ (R EERRIBRAH B E AR
11
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Are some of the conditions that can entertain the demand.

TR R EE TR SR — S5 {5 P -

But when the demand has been met or one of the conditions is curbed.

—HFKGEDRE > B —(E R R 2 B -

Prices eventually decrease, leading the bubble to burst.
P BRI » SRE EEOARIR -

Chinese President Xi Jinping who was elected in March 2013 didn't like what was happening in the
property market.

2013 4 3 HESENTEIER EREITY - AZEEHETISHEE -

In a speech in 2017 he declared.
£ 2017 F—TaEah - AHed -

"We must not forget that housing is for living, not for speculation"

"EXR TR AT - AT -

It was a mantra he would return too often and policy began to follow suit.

B s RECE EERTSE - BUOREE 2 MHrEFRET

The biggest of these was the "Three Red Lines" policy in 2020.
A B RHY—THZ 2020 Y ( =REALER) BUR -

In an effort to curb unsustainable borrowing.

Ry T EHIA A RAEES

Beijing essentially capped the amount of debt property developers could have.
B e LIRS T B S e n] I A RIERS LR -

Evergrande and several other private property developers failed to meet the red lines criteria and as a result
could not contract more debt to fund their ongoing projects.

TR HAM 2GR AL E B PR BEEE FIALARAEAE - AR BMA > RHIEETHHE MRS -

This meant they didn't have the funds to finish off the properties that already sold.
EEWEMMTEAESCRCE T ERNFE -

It's a disaster.
R |

The government engineered this on purpose because they were concerned that there was a bubble which of
course there is.

EBUFAE R  INRMFHE CEREFE - TREEFET -

So, this is not a surprise that this is going to happen in this way it's turning out.
FTLIEE S 250 A < N -
12
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Now the issue is, the sell side keeps pushing this idea of a stimulus or some sort of magic bullet.

AR - 85— E R SRS E s EE S ap g -

There is no magic bullet.
FE LA E g

The property bubble had been exposed and began to deflate.
Jo5 3t VR AR L A B R I BRI AR AL

But government policy wasn't the only thing cooling down the market.

I BURF BRI A 2 — 2 Al TS A 2

Demand was dropping off too.

FORHIEAE TR -

Cities were no longer seeing an influx in new residents.

W AHERIAREREREA -

In fact, millions of people chose to leave urban areas and return home after the Covid-19 pandemic.

FH b EiaEF 2k o B s N BB R[5 540 -

A few factors were at play here.

B REANREEE

Young Chinese were facing the worst job crisis in decades and that lack of stable income delayed home
ownership.

th BRSNS 28T EE AR B B A SRt R ARE I > MM E FEat ] -

In addition, affordability or a house price to income ratio in China was amongst the worst in the world.

BEAh - FARETEEHERE IR T BEUWALL ) - FEIRIEERAE R BRIV BRI R A2/ KF

The average price for a property in Shanghai in 2024 was 48 times higher than the average annual salary.

2024 iR PHER - B ASSFRHY 48 15 -

In comparison, a Parisian would need 17 times their income to afford a place.

MEEZ T > ERERATE 17 BHFRA > siresiEtE T

And a New Yorker 11 times.
HNEERE 11 -

China's population is rapidly aging too.
R A A AL

The WHO estimated that by 2040, nearly 30 percent of the Chinese population would be over 60 years old.
R E A AR SR - 212040 4F - 4T 3 B A CIRAEEHS 60 BE ©

13
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Whilst this will create demand for services the demand for housing will decline alongside population
numbers.

HENE G RSB ERIRE R - BEFFRKRIEE AL i N -

At the end of 2023, home prices in China dropped to their lowest point in nearly a decade.
2023 FJE - FEIWYFEES] TAT 10 FRAVEARE -

And with them investors' confidence.

REHE LINEZ T E -

The government and developers have tried to manage the crisis by selling off assets, liquidating businesses
and providing emergency loans as well as seeking alternative ways to fund the state.

BUFAIGHS R E E Hal > BiiERHEEE - BFRAE  IeftBE SR DU RERG R
BES

As of January 2024, the sector still had $8.9 trillion in outstanding debt.
B 2024 5 1 A BHIETTEIYE 89 B{ESETTRERES

Real estate represented 25 to 30 percent of China's GDP making it a core component of the Chinese
economy.

Pt EEAL B AR AESREL 2596 28 3096 » {5 LBl B B HORZ Lo G ER 47

And as the globe's second largest.
{E Ry Bk EE T RECTRRS

China's next step to control the crisis won't just be watched by its citizens.

FEIFZERIEHAY T —2F > AMEGZEAREE -

The world will be watching too.
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