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Mining Expert Calls
#3 China Property: a divergent recovery

We hosted UBS's John Lam in Part 3 of  our China Expert Call series
Signs of recovery in Tier 1 cities is encouraging; but given the larger share of  GF
for commodity demand) in lower tier cities; the outlook for commodity dema
China property remains challenging. However, the drag on commodity dema
China property is moderating as the base gets smaller; we may be approac
bottom of the cycle for commodity demand from China property; but n
inflection seems unlikely. 

Our China team recently turned more positive on the property outlook (note), b
that the market is moving from a prolonged downturn towards early stabilisatio
the recovery is modest and uneven between Tier 1 & 2 vs lower tier cities. The te
growth in the 'new economy', particularly AI-linked manufacturing and 
beginning to support the property market indirectly through employment and
driven wealth effects. Policy easing, especially through lower-cost borrowing 
Housing Provident Fund, has further boosted affordability and underpinned a p
secondary (resale) transactions; although primary (new build) activity remain
However, the pick-up is predominantly  focused in Tier 1 & 2 cites that bene
positive wealth effects and 'new   economy' and the team forecasts overa
residential property sales to fall -3% y/y in 2026 and remain flat in 2027; new
decline 9% in 2026 &  completions to decline 25% in 2026 and a further 15% 

� Tier 1 vs Tier 2 cities: UBS expect Tier 1 cities to lead the recovery: se
transaction volumes are expected to hold at the current improved lev
tightening market balance from higher sales/lower listings suppo
stabilisation in prices in 2026 before modest growth (~2%) in 2027; at t
time, there are no clear signs of a rebound in lower tier cities. We note th
tier cities still account for ~60% of total GFA (sales/start) and are therefore
for commodity demand; as demand in lower-tier cities continues to str
weaken, the mix of land transactions and new starts will continue to  shift
Tier 1-2 cities. This is marginally positive for commodity demand given th
commodity intensity per unit of construction in urban areas. 

� Secondary vs primary markets: UBS expect the secondary sales (an
market to continue outperforming primary markets, increasing from ~50
transaction mix in 2025 to ~60% by the end of the decade; this cont
impact commodity consumption by slowing new home sales/starts.  Over
year, the price gap between primary vs secondary properties has widene
by a more significant decline in secondary properties especially in Tier 1 cit
40% from the peak in 2021); at the same time, new home prices were s
reported data due to government controls that limit how much developer
official prices. As a result, new homes are now priced at a visible pre
comparable secondary units. 

� Rental yields vs mortgage rate: The structural gap between rental yield
in Tier 1 cities) and average mortgage rate (~3%) has justified a preferenc
vs own in recent years; whilst the negative carry has not disappeared ent
note that this is becoming less of a binding constraint especially with the
Provident Fund offering lower borrowing rates and effectively reducing f
costs. In particular,  smaller and older units (where transaction volumes
highest) tend to offer rental yields closer to the level where buying
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incremental sense economically. 
This report has been prepared by UBS AG London Branch.  ANALYST CERTIFIC
information on the Quantitative Research Review published b
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� Resi vs non-resi: Whilst the residential property downturn has been severe, the 
broader construction activity - and by extension commodity demand - has held up 
better with public or quasi-public construction cushioning the decline in 
residential. However, non-resi segments have also shown signs of weakness, with 
social housing construction declining as the government is increasingly opting to 
convert existing unsold housing into social housing rather than building new units, 
and commercial & retail construction is also deteriorating. 

� Inventory: UBS expect continued destocking in 2026E and inventory turnover 
months to return to ~25 months from from the current level of ~27 months by 
Feb-2027. Whilst developer inventory has declined in absolute terms due to 
reduced new starts but remains elevated relative to demand, the 'shadow 
inventory' (ie. under-occupied housing stock)  remains high in lower-tier cities and 
may never be fully be absorbed by the market. Given the regionalised nature of the 
markets, we do not expect this to weigh on  Tier 1&2 recovery. 

� Potential policy support: Allowing buyers to partially fund home purchases 
using  the Housing Provident Fund (a mandatory  savings pool) has supported 
recovery by effectively lowering mortgage costs for households and improving 
affordability; but most other policy options are becoming more limited with most 
demand-side easing measures already implemented, and broad-based rate cuts 
unlikely. Incremental support could come through further adjustments to the 
Housing Provident Fund, for lower-tier cities; however, with structural challenges 
of excess supply and population outflows from these areas, recovery will likely 
depend more on gradual inventory absorption than new policy stimulus. nventory levels - we expect destocking in 2026E, with a potential normalisation in inventory by mid-2027

Key China Property Charts 
Selected slides from John Lam's latest sector deck (14-May): 

Figure 1: UBS expect a -3%/-9%/-25% decline in new home sales/starts/completions in 2026E, moderating to 0%/0%/-
15% in 2027E 

Source: CEIC, NBS, CRIC, UBS estimates

https://neo.ubs.com/shared/d2kFx17hnPjxnZu
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Figure 2: Primary and secondary sales including transaction mix - secondary continue to contribute >50% of housing 
transactions in 2026-28E

Source: CEIC, BEKE, NBS, UBS

Figure 3: Secondary prices to stabilise in 2026E, and +2% y/y in 2027E

Source: Centaline, UBS estimates

Figure 4: Tier 1 cities rental yield vs national mortgage rates 

Source: PBoC, Centaline, UBSe
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Figure 5: Inventory levels - UBS expect destocking in 2026E, with an earlier normalisation in 
inventory by Feb-2027 potentially

Source: CEIC, NBS, UBSe



Valuation Method and Risk Statement

We point out to investors the potential risks inherent in the mining sector including, but not 
limited to, the volatile nature of commodity prices and currencies, which may differ materially 
from expectations. Furthermore, the sector is exposed to political, financial and operational 
risks, each of which has the potential to significantly impact company/industry performance. 
Valuation methods for stocks in the sector include forward EV/EBITDA estimates.
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