CR Land % ?F' fﬁ[’f‘uﬂ (1109) Company Update

s

FuimsT Suancuar Grone

Buy Dec 4, 2007

Assets Injection — Again and Again

> Inject the projects in Wuxi, Hangzhou & Dalian. CR Land Samson Man, CFA

announced yesterday to buy 3 properties projects in Wuxi, Hangzhou &  (852)-2532-1539

Dalian from the parent. Total GFA and attributable GFA are 3.82m sqm and ~ samson.man@firstshanghai.com.hk
2.89m sgm respectively. Considerations are HK$4.53 bn, representing a

9.2% discount to the adjusted NAV. CR Land will issue 269m new shares at

HK$16.83 per share, which is an 11.0% discount of yesterday closing price.

After the acquisition, CR Group will increase its stake to 62.0% from the

existing 59.4%. Industry China Properties

» Land bank enlarges to 15.7m sqm. After the acquisition, CR Land’s
land bank will be enlarged to 15.7m sgm and extend to Wuxi, Hangzhou and

Dalian. Now, the company has invested in 16 cities in China. Furthermore,  Price HK$ 18.92
1.89m sgm completed and under developed investment properties are .

located at Beijing, Shenzhen, Shanghai, Hangzhou and Wuxi. On the other ~ Target price HK$ 23.48
hand, CR Group holds 5.43m sgm GFA land bank in Dalian, Chongging,

Wuhan and Shenyang. We expect that there will be another round of assets (+24.1%)

injection for these sites in the future. Combining listed co and the parent, total

land bank is 21.13m sgm. Stock code 1109
» Sound financial but may the chance of future share placing.
Currently, CR Land has the outstanding net bank borrowing of HK$10.6 bn.
After the issuing of 269m new shares, shareholders’ fund will increase to  Market cap. HK$70,995mn
HK$20.5 bn. That results in 51.7% net gearing ratio, which is a reasonable
O/S shares 3,752mn

level amongst Chinese properties peers. CR Land acquired 3.6m sgm land
bank with HK$7.5 bn in 2007. Based on the previous experience, we believe
the Company may have another round of share placing in 1HO8 in order to
strengthen its capital for future land replenishment.

52wk high/low HK$ 22.4/7.13

NAV per share ~ HK$ 23.48

» Maintained BUY & raise target price to HK$23.48. Profitability and
NAV can be enhanced through the assets injection. Furthermore, we revise
our earnings forecasts in 2008-09 by 80% and 121% to HK$ 5.9bn and HK$
7.6bn respectively. Target price is adjusted from HK$16.34 to HK$23.48,
which represents end-08 NAV per share. Upside potential is 24%.
Maintained recommendation as BUY.

Major shareholder CR Group (59.4%)

Earning Summary Price Performance
Year-end 31 Dec FY05A FYO6A FYO7E FYO8SE FYQ9E at
Turnover (HK$ m) 2,707 3,937 6,146 22,293 30,559 »
Growth (%) 43 45 56 263 37 ‘ I JJ\\’\J
Net Profit (HK$ m) 385 859 1,295 5,875 7,633 M Y
Growth (%) 1,700 123 51 354 30 b
EPS (HK$) 0.248 0.276 0.366 1.461 1.898 AN
Growth (%) 1,643 11 32 300 30
PER (x) 67.7 68.5 51.7 12.9 10.0
DPS (HK$) 0.033 0.071 0.075 0.200 0.300 e W w o a w @ W % o 0w nw
Yield (%) 0.2 0.4 0.4 1.1 1.3
Source: Company information, FSSL Source: Bloomberg
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Table 1: Assets Injection in 2007

Wuxi Hangzhou Dalian
Interest 60% 60% 100%
Land acquisition date Sept 2005 Sept 2005 Nov 2006
Land purchase price (RMB m) 2,510 1,101 1,700
Total GFA (sgm) 1,450,867 864,886 1,501,432
-Residential 1,066,030 306,926 1,233,712
-Commercial 336,057 243,562 55,839
-Composite + Car park 48,780 314,398 211,881
Expected completion (sqm)
-2008 166,135 - 37,280
-2009 120,000 238,094 244,600
-2010and beyonds 1,164,732 626,792 1,219,552
Source: Company
Table 2: Earnings revision
Fiscal Net Profit (RMB m) (%) EPS (RMB) (%)
Year Old New Change Old New Change
2007E 1318 1295 -1.7% 0.372 0.366 -1.7%
2008E 3264 5875 80.0% 0.872 1.461 67.5%
2009E 3462 7633 120.5% 0.925 1.898 105.2%

Source: FSSL

Table 3: 08E NAV estimation

NAYV per share

NAV Estimation (RMB m) (HK$m) (HK$) %
Properties under development 63,259 68,759 17.10 73%
-Beijing 13,264 14,417 3.59 15%
-Shanghai 7,364 8,005 1.99 8%
-Chengdu 18,093 19,666 4.89 21%
-Other 24,538 26,672 6.63 28%
Investment properties 28,488 30,966 7.70 33%
-Beijing 2,703 2,938 0.73 3%
-Shanghai 2,144 2,330 0.58 2%
-Shenzhen 18,290 19,881 4.94 21%
-Wuxi 859 934 0.23 1%
-Hangzhou 4,492 4,883 1.21 5%
Gross amount 91,747 99,725 24.80 106%
Net debt as at 12/08 (4,879) (5,304) (1.32) -6%
NAV 86,867 94,421 23.48 100%

Source: FSSL
*Assume HK$ 1=RMB 0.92 by the end-08
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Financial Summary

Income statement Key statistics and ratios
Year end Dec 31 (HK$m) 2005 2006 2007E 2008E 2009E Year end Dec 31 2005 2006 2007E 2008E 2009E
Turnover 2,707 3,937 6,146 22,293 30,559 Growth (%)
COSG (2,182) (2,851) (4,196) (12,615) (17,659) Turnover 43 45 56 263 37
Gross profit 525 1,086 1,950 9,678 12,899 Operating profit 483 75 105 318 31
Other revenue 278 202 467 334 362 Net profit 1,930 98 51 354 30
SGA (266)  (349)  (492) (1,962) (2,750) EPS 1,865 (1) 32 300 30
Operating profit 537 939 1,925 8,050 10,511 Margins (%)
Interest expenses (67) (177) (207) (201) (145) Gross profit 19 28 32 43 42
Associated 16 12 15 16 18 Operating profit 20 24 31 36 34
Exceptional items 49 370 150 150 150 Net Profit 16 22 21 26 25
Pre-tax profit 534 1,144 1,883 8,016 10,534 Others (%)
Tax (47)  (292)  (565) (2,004) (2,634) Effective tax rate 9 26 30 25 25
After-tax profit 487 852 1,318 6,012 7,901 Payout ratio 12 26 21 14 16
Minority interest (54) 7 (23)  (136) (267) ROE 5 7 8 22 23
Net profit 434 859 1,295 5875 7,633 ROA 2 3 4 15 17
Core earnings 385 489 1,145 5,725 7,483 Valuation
Dividends (103) (232) (266) (804) (1,206) P/Sales (x) 10.8 14.9 10.9 34 25
Retained earnings 331 626 1,029 5,071 6,427 PE (x) 67.7 68.5 51.7 12.9 10.0
P/B (x) 6.5 5.5 4.3 2.9 2.3
EPS (HK$) 0.279 0.276 0.366 1.461 1.898 P/Cash flow (x) N.A. N.A. N.A. 133.8 16.1
DPS (HK$) 0.033 0.071 0.075 0.200 0.300 Dividend yield (%) 0.2 0.4 0.4 1.1 1.6
Balance sheet Cash flow statement
Year end Dec 31 (HK$m) 2005 2006 2007E 2008E 2009E Year end Dec 31 (HK$m) 2005 2006 2007E 2008E 2009E
Cash & deposits 1,997 3,358 2,697 3,996 5,485 Operating Profit 537 939 1,925 8,050 10,511
Trade debtors 765 4,389 5,000 6,000 7,200 Depreciation 20 35 41 110 140
Inventories 6,079 9,184 14,000 18,000 20,000 Change in wc (794) (3,829) (5,650) (4,880) (3,000)
Other current assets 86 29 50 50 50 Taxation (66) (82) (613) (2,004) (2,634)
Intangible assets 0 0 0 0 0 Others (254) 272 (872) (708) (282)
Other LT assets 650 608 600 550 500 CF from Operation (558) (2,665) (5,169) 568 4,735
Associated 689 734 750 780 800
Fixed assets 7,509 8,437 10,000 10,800 11,400 Capex 39 (601) (1,604) (910) (740)
Total assets 17,775 26,739 33,097 40,176 45,435 Associated investments 29 5) 9) (23) (12)
Others (16) 55 (16) 50 50
ST debt 1,842 3,434 4,000 2,500 2,000 CF from Investing 52 (551) (1,629) (883) (702)
Trade creditors 2,678 3,303 3,080 3,200 3,400
Other current liabilities 457 1,445 650 150 150 Equity raised 17 1,193 3,919 4,529 0
LT borrowings 3,960 6,158 8,000 6,800 5,500 Change of Debts 552 3,554 2,408 (2,700) (1,800)
Deferred taxation 508 666 600 600 600 Dividend paid (45) (166) (232) (266) (804)
Other LT liabilities 0 0 0 0 0 Others 412 (292) 10 20 30
Total liabilities 9,445 15,006 16,330 13,250 11,650 CF from Financing 936 4,289 6,105 1,583 (2,574)
S'holders' funds 8,106 11,513 16,537 26,676 33,505 Change in Cash 429 1,072 (692) 1,269 1,459
Minorities 224 220 230 250 280 FX Change 32 289 32 30 30
Total 17,775 26,739 33,097 40,176 45,435 Cash at the beginning 1,636 1,997 3,358 2,697 3,996
Cash at the end 1,997 3,358 2,697 3,996 5,485
Net gearing (%) 47 54 56 20 6 Adj: OD or others 0 0 0 0 (0)
BVPS (HK$) 2.92 3.46 4.41 6.63 8.33 Cash at BS 1,997 3,358 2,697 3,996 5,485

Source: Company information, FSSL
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Hong Kong

Tel: (852) 2522-2101

Fax (852) 2810-6789

This publication is prepared by First Shanghai Securities Limited (“FSSL”) and is intended for private circulation only. Any unauthorized use or
disclosure is prohibited. This report is solely for information purposes only and does not constitute an offer, solicitation, representation or
warranty with respect to the purchase or sale of any security. It has no regard to the specific investment objectives, financial situation or
particular needs of any specific recipient. Neither this report nor anything contained in it shall form the basis of or relied upon in connection with
any contract or commitment whatsoever. While reasonable care has been taken to ensure that the information contained herein is not untrue or
misleading at the time of publication, FSSL makes no representation as to its accuracy or completeness. Opinions expressed herein are subject
to change without notice and may differ or be contrary to opinions expressed by other subsidiaries or affiliates of FSSL as a result of using
different assumptions and criteria. Neither FSSL nor any officer or employee of FSSL accepts any liability whatsoever for any direct or
consequential loss arising from any use of this publication or its contents. FSSL and/or its affiliates may from time to time, perform investment,
advisory or other services for companies mentioned herein.
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