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Nothing Like Home 
 

 

Even more so than usual, Mainland’s landscape is evolving.  Over the weekend, the 

regulatory trio - Ministry of Housing and Urban-Rural Development, Ministry of Natural 

Resources, and National Financial Regulatory Administration - jointly issued an epoch-making 

plan to revamp the housing sector.  It essentially put an end to the prevailing presales model. 

 

From now on, presales will only be permitted once a project’s main structure has topped out.  

The authorities tightened the screw further by making it clear that property loans are now 

assessed and dedicated at the project level, departing from developer-based credit.  And 

funds are ring-fenced to prevent freewheeling developers from misusing. 
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 The Mainland authorities have recently rolled out an epoch-making reform 

package, marking the end of the prevailing presales model in the housing sector. 

 By postponing the disbursement triggers of mortgage funding to completion 

filings, either developers’ own funding, bank loans and funds raised from capital 

market will have to fill the void.  Developers could stay hesitant for land 

acquisition. 

 Homebuyers, on the other hand, will begin servicing their mortgages only when 

a home is completed, liberating themselves from construction uncertainty.  

Being candid about the possibility of failed delivery is itself a healthy dose of a 

confidence booster. 
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There nevertheless remain undercurrent tensions in the deal.  Presales related funds played 

a commanding role in construction financing, accounting for 45% of developers’ funding 

(Exhibit 1).  By postponing the disbursement triggers of mortgage funding to completion filings, 

either developers’ own funding, bank loans, or funds raised from capital market will have to fill 

the void.   Clock’s ticking.  Squeezed by stringent upfront funding requirements and longer 

lead times, ill-equipped developers could stay hesitant for land acquisitions.  Not everyone of 

them is ready to face the annual ordeal of refinancing.  It provides fertile soil for M&A 

opportunities.  

 

 

Shall developers’ bond owners scurry for cover?  Not necessarily.  The reform package takes 

a large chunk of the burden off the homebuyers.  Buyers are required to service their 

mortgages only until a home is completed, thereby liberating themselves from construction 

uncertainty.  Being candid about the possibility of failed delivery is itself a healthy dose of a 

confidence booster. 

 

But the mental nudge comes with challenges too.  A housing market won’t budge on a 

flourishing deposits base is telling.  We don’t have a buyer problem, we have a price problem.  

Behind all these lurk the self-preserving mentality - Being early is as punishing as being wrong.  

So prospective homebuyer’s safe move appears to be to keep holding cash.   The way out is, 

or should be, obvious.  If rental income can fully cover mortgage expenses, the miasma will 

be thinned and homeownership won’t be read as losing one’s nerve.   

Exhibit 1: Funding Source of Developers (% Share) 

 

 Source:: National Bureau of Statistics of China, Shanghai Commercial 

 Bank 

Exhibit 2: Residential Rental Yield (%) 

 

 Source: Centaline, Bloomberg, Shanghai Commercial Bank 
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Disclaimer - Investment Involves Risk 

Investment Risk Disclosure 

The following risk disclosure statement cannot disclose all the risks involved and does not take into account 

any circumstances that are unknown to Shanghai Commercial Bank Limited (the “Bank”). Investment involves 

risks. Securities, Investment fund and Bonds are investment products. The price of investment products may 

go up or down, and may become valueless. It is as likely that losses will be incurred rather than profit made 

as a result of buying or selling investment products. Any past performance figures shown are not indicative of 

futures performance. Part of the investment may not be able to liquidate immediately under certain market 

situation. Customers should refer to relevant offering documents for detailed information, including but not 

limited to Risk Disclosures, prior to any investment subscription. The products described herein may not be 

suitable for all people. The decisions to invest are made by customers and customers should not invest in 

investment products unless the intermediary selling them has explained to them that the product is suitable 

for them having regard to customers’ financial situation, investment experience and investment objectives. 

Customers should not make any investment decisions based on this document alone. Customers must make 

their own assessment of the information provided in this document. Customers should carefully consider 

whether any investment products or services mentioned herein are appropriate for them in view of their 

financial situations, investment experiences and investment objectives. If customers have any doubt about 

this material or any relevant offering document, they should consult their own independent advisers on the 

legal, regulatory, tax, investment and financial implications of the investments (including but not limited to 

estate duty and withholding tax and other tax obligations which may arise from local or foreign investment) as 

they deem appropriate to ensure that they understand the nature of the investments in order to consider 

whether the investments are suitable investments for them.  

Investment Risk in Securities: The prices of securities fluctuate, sometimes dramatically. The price of a 

security may move up or down, and may become valueless. It is as likely that losses will be incurred rather 

than profit made as a result of buying and selling securities. Investment involves risks. Any past performance 

figures shown are not indicative of futures performance. Part of the investment may not be able to liquidate 

immediately under certain market situation. Customers must ensure to read and understand the information 

of Shanghai and Shenzhen Connect A-shares trading of the Bank including relevant details, trading rules, risk, 

fees, restriction and notices before investing in Shanghai and Shenzhen Connect A-shares trading.  

Investment Risk in investment funds: The prices of investment funds fluctuate, sometimes dramatically. The 

price of an investment fund may go up or down and may become valueless. It is as likely that losses will be 

incurred rather than profit made as a result of buying and selling investment funds. Investment involves risks. 

Any past performance figures shown are not indicative of futures performance. Part of the investment may 

not be able to liquidate immediately under certain market situation. Customers should refer to relevant 

investment fund offering documents for detailed information, including but not limited to Risk Disclosures, prior 

to any investment fund subscription. Customers should carefully consider whether any investment products 

or services mentioned herein are appropriate for them in view of their financial situations, investment  
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experiences and investment objectives. Please refer to explanatory memorandum or relevant materials of the 

fund for further information. The subscription of investment fund is subjected to prevailing regulatory 

requirements and restrictions and relevant terms and conditions of the Bank. The Bank acts as a distributor 

of the funds managed by fund housed and the funds are the product of the third party fund houses. For 

distribution of funds – in respect of an eligible dispute (as defined in the Terms of Reference for the Financial 

Dispute Resolution Centre in relation to the Financial Dispute Resolution Scheme) arising between the Bank 

and the customers out of the selling process or processing of the related transaction, the Bank is required to 

enter into a Financial Dispute Resolution Scheme process with the customers; however any dispute over the 

contractual terms of the product should be resolved directly between the third party fund house and the 

customers.  

Investment Risk in Bonds: Bond investments are not bank deposits and involve risks, including the possible 

loss of the principal amount invested. Customers should be aware of the risk of exchange rate fluctuations for 

bonds denominated in non-local currency, which may cause a loss of principal. Unless specified, these 

investments are not guaranteed by the Bank. The prices of bonds fluctuate, sometimes dramatically. The price 

of a bond may go up or down and may become valueless. It is as likely that losses will be incurred rather than 

profit made as a result of subscribing and redeeming bonds. Investment involves risks. Any past performance 

figures shown are not indicative of future performance, which the Bank does not guarantee the existence of a 

secondary market for bonds. Part of the investment may not be able to liquidate immediately under certain 

market situation. Customers should refer to relevant bonds offering documents for detailed information, 

including but not limited to Risk Disclosures, prior to any bonds subscription. 

RMB is subject to exchange rate risk (only applicable to Individual Customers): RMB is currently not freely 

convertible. Customers should be aware that they can conduct conversion of RMB at CNH rate through bank 

accounts, for which it is subject to the requirements specified by the Relevant Authorities from time to time, 

the requirements specified by the Bank and/ or the RMB position and commercial decisions of the Bank at 

that moment. RMB Conversion Limitation Risk (only applicable to Corporate Customers): RMB is currently 

not freely convertible. Corporate Customers should be aware that they can conduct conversion of RMB 

through bank accounts, for which it is subject to the requirements specified by the Relevant Authorities from 

time to time, the requirements specified by the Bank and/ or the RMB position and commercial decisions of 

the Bank at that moment. RMB investments are subject to exchange rate fluctuations which may provide both 

opportunities and risks. The fluctuation in the exchange rate of RMB may result in losses in the event that the 

customer converts RMB into HKD or other foreign currencies. If the home currency of the customer is different 

from the Investment product currency or the Investment product's reference currency, changes in currency 

exchange rates may erode the investment gains or widen the investment losses of the customer.  

The information of this document has not been reviewed by the Securities and Futures Commission of Hong 

Kong or any regulatory authorities in Hong Kong.  
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Important Notice / Disclaimer: 

This document is issued and solely owned by the Bank. This document is for general information and 

reference only and does not constitute any offer, solicitation, invitation, advice or recommendation to subscribe, 

trade, redeem or sell for any deposits or investments. No representation, guarantee or other assurance as to 

the outcome of any investment has been made or will be given to you by or on behalf of the Bank. 

This document contains information from third party, which may be incomplete or simplified. Although the 

information herein contained is obtained or compiled from sources the Bank believes to be reliable, it has not 

been independently verified. The Bank cannot and does not represent or warrant the accuracy, validity, 

reliability, timeliness or completeness of any such information (whether in whole or in part), and accepts no 

liability for any loss or damage howsoever arising from or in reliance upon the whole or any part of such 

information or opinions (unless due to the negligence or wilful default of the Bank, the Bank’s authorised 

officers, employees or agents). The Bank reserves the right to amend all or any part in this document, which 

all views, forecasts and estimates constitute judgments made before the publication date, and are subject to 

change without further notice. This document contains certain statements that may be deemed as forward-

looking statements involving risks and uncertainties. Customers should be aware that actual results may differ 

materially from those projected, estimated, assumed or anticipated in any such forward-looking statements 

due to different factors, risks and economic situation.  

The information herein contained may not be reproduced, quoted, distributed, disclosed or published (whether 

in whole or in part) in any media for any purpose without prior express written consent from the Bank. The 

Bank accepts no liability for any loss arising from or in reliance upon such information or contents. This 

document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where 

such distribution would be contrary to the laws or regulations. 

The Bank and its affiliates or subsidiaries, and/or their officers, directors, agents and employees may have 

positions in and may trade for their own account in all or any of the securities or investments mentioned in this 

document. Companies within the Bank may have provided investment services or underwritten in relation to 

these securities. Commission or other fees may be earned by the Bank respect of the services provided by 

them relating to these securities or investments. 

 

Conflicts of Interest Disclosure:  

The Bank and its affiliates or subsidiaries, and/or their officers, directors, agents and employees may have 

positions in and may trade for their own account in all or any of the foreign exchange, securities or investments 

mentioned in this document, or engage in any trading activities or have any financial interests in relation to 

the subject ETFs. Also, they may have business or other relevant relationships with the subject ETFs and/or 

the management company of the ETFs. The Bank may have provided investment services or underwritten in 

relation to these securities. Commission or other fees may be earned by the Bank respect of the services 

provided by them relating to these securities or investments. 


