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Hangzhou famous homebuilder 

 A well-known property developer with the base in Hangzhou. 
We initiate the coverage for Greentown. Greentown is a well-known property 
developer in China. The company mainly focuses on the property 
development business in Eastern China but also penetrates its business to 
Beijing and Xinjiang. Since the company is based in Hangzhou and most of 
the assets are in Hangzhou and Zhejiang, the economy growth in this area 
would have the great impact on Greentown’s prospect. 
 

 Reputable brand name and efficient sales force. Greentown was 
ranked as first amongst all developers in Zhejiang Province. Furthermore, 
its ”Greentown” brand name was voted as one of the top ten most valuable 
property brands in China. On the other hand, Greentown owns a strong sales 
force. Sales and marketing staff amounted to 207, representing 20% of total 
work force. It is estimated that about 90% and 50% of the properties 
completed in 2006 and 2007 had been pre-sold, respectively. 
 

 Mid and high-end property market enhances margin. Greentown 
is mainly developing mid and high-end properties. Some projects are sold at 
more than RMB 20,000 per sqm. Gross profit margin was more than 30% 
past three years. We expect that gross margin can be maintained as 35-40% 
in 2006-08 although we believe it will soften to about 30-35% level in the long 
run. 

 
 Strong earnings growth with a 52% CAGR for EPS in 2005-08. 

We forecast that net profit would be RMB 1,498m, RMB 1,890m and RMB 
2,134m in 2006-08, respectively and it represents a 52% CAGR for EPS in 
2005-08. We use a blended valuation method based on PE, discount to NAV 
and P/B. Our target price is HK$13.04 representing 10.2x 06E PE, 2.9% 
premium to NAV and 4.4x 06E P/B. Upside potential is 23.5%. BUY 
 
HK$1=RMB1.03

Earning Summary Price Performance 
Year-end 31 Dec FY04A FY05A FY06E FY07E FY08E

2,739 2,535 7,881 10,219 11,346
    Growth (%) 124 (7) 211 30 11

368 448 1,498 1,890 2,134
    Growth (%) 497 22 234 26 13

0.368 0.448 1.321 1.402 1.584
    Growth (%) 497 22 195 6 13
PER (x) 29.6 24.3 8.2 7.8 6.9
DPS (RMB) N.A. N.A. 0.37 0.5 0.65
Yield (%) N.A. N.A. 3.4 4.6 5.5
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Introduction 
Leading developer in China, 
especially in Hangzhou & 
Zhejiang 

 
 
 
 
 

Listed in July 2006 
 

 Being established in 1995, Greentown is one of the leading property developers in 
China. It is primarily engaged in the property development, especially in Zhejiang 
Province and Hangzhou city. The company explores the property market for middle and 
high-income customers. Following to the development, its business extended to other 
parts of China, such as Shanghai, Beijing, Hefei, Changsha and Urumqi. The business 
grew substantially past in 10 years. It was ranked as first amongst all property 
developers in Zhejiang Province by Zhejiang Provincial Real Estate Association in 
2005. Furthermore, its “Greentown” brand name was voted as one of the top ten most 
valuable property brands in China. 

 

The company went to public in July 2006. Greentown issued 347.4m new shares and 
sold 26.0m existing shares with IPO price of HK$8.22 per share. Net proceeds were 
RMB 2,815m and were planed to use for the following purposes: 

 RMB 572m to redeem all mandatory convertible bonds; 

 RMB 975m to finance the development costs for some properties under 
development; 

 RMB 385m to RMB 870m to acquire new land for development; and 

 The remaining balance to repay certain outstanding loans and/or for general 
corporate purposes. 

 

 

 

 After the completion of IPO, outstanding shares increased to 1,347.4m. The 
management and the related parties own 70.81% stake.  
 

Figure 1: Organization Chart 
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Niche market in Zhejiang and 
Hangzhou  

 
Hangzhou is Greentown’s hometown 

Robust economic growth 
in Hangzhou 

 

 Hangzhou is one of the hottest travel spots in China. The booming of travel industry 
drags the economic growth in Hangzhou. The income from tourism industry in 
Hangzhou increased to RMB 41.0 bn in 2004 from RMB 21.4 bn in 2000, representing a 
CAGR of 13.9% in the same period. Furthermore, Hangzhou, which is the capital city of 
Zhejiang Province, benefits from the prosperity of Zhejiang economic activities. 
Hangzhou’s GDP has recorded a double-digit growth since 2000. We believe that the 
robust economic growth would speed up the development of property market in 
Hangzhou city. In addition, Chinese Government plans to build Maglev Train to connect 
Shanghai and Hangzhou cities. It is believe that passengers can travel between two 
cities about 30 minutes. Thus, Hangzhou economy will further benefit from the 
enhanced transportation. 

 
Hangzhou accounts for 38% 
of Greentown’s total GFA 

 

 

 According to Hangzhou City Statistical Bureau, residential GFA completed in Hangzhou 
soared to 5.28m sqm in 2004 from 2.70m sqm in 2000, representing a CAGR of 14.4% 
in the same period. Based in Hangzhou, Greentown directly gained the advantage of 
economic growth in Hangzhou and Zhejiang Province. The projects in Hangzhou 
represent about 50% of Greentown’s NAV or 38% of Greentown’s total GFA. The 
company had developed 19 projects or GFA of 1.13m sqm in Hangzhou city from 1995 
to mid-2006. Thus, this successful track record helped the company build up the 
reputation and the brand name. As a result, Greentown became a reputable developer 
in Hangzhou. The company launched the projects of Taohuayuan and Chunjiang 
Huayue in Hangzhou city. These projects are targeted to high-end and middle-end 
customers respectively and their average selling prices are about RMB 20,000 per sqm 
and RMB 13,000 per sqm respectively. 

 
Land bank fits for coming 4 years development 

Land bank for 4 years 

 

 In 1H06, Greentown acquired a company for purchasing a piece of land in Hangzhou. 
As at June 2006, Greentown’s land bank increased to 8.65m sqm, of which land bank 
attributable to Greentown was 5.94m sqm. It is sufficient for Greentown’s development 
in next 4 years. Secondly, the company stated that about 95% of its land bank had 
obtained the land use right title. In addition, Greentown acquired a parcel of land in 
Tonglu County, Hangzhou in August 2006. Total GFA of this site is 128,864 sqm. 
Furthermore, the company has entered the contracts for properties development with 
other parties about 5 sites with total GFA of 2.31m sqm in Hangzhou, Shanghai, Beijing 
and Qingdao. The land replenishment after the latest austerity measures would enable 
Greentown to acquire the lands in the favourable terms and attractive price that would 
facilitate the company long-term development.  
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Figure 2: Land Bank based on Location Figure 3: Land Bank based on Type 
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Luxury properties lift the margin and profit 

Satisfactory profit margin 
but trend down in the 
long run. 
 

 Although completed GFA is expected to stay flat at about 860,000 sqm in 2006 and 
2007, high-end properties, such as Taohuayuan, Shanghai Dongjiadu and Shanghai 
Rose Garden with the selling price higher than RMB 20,000 per sqm, enhance the 
profitability. Because of the low land cost for the projects completed in 2006, gross profit 
margin is estimated to stand at 40.2%. Although gross profit margin may soften to 
35.3% in 2007, it is still attractive. We forecast that the margin will trend down and 
approach to 30-35% level in the future (2008 afterwards because the land price inflated 
with the property price).  

 
 

Figure 4: Completion Schedule Figure 5: Margin Analysis 
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Table 1: GFA & ASP Breakdown 

 

2004 2005 2006E 2007E 2008E
GFA ASP GFA ASP GFA ASP GFA ASP GFA ASP 
(sqm) (RMB/sqm) (sqm) (RMB/sqm) (sqm) (RMB/sqm) (sqm) (RMB/sqm) (sqm) (RMB/sqm)

Hangzhou 194,545 7,582 79,011 7,523 367,370 15,287 213,725 14,804 257,630 10,667
Zhejiang ex-Hangzhou 9,365 3,580 58,131 3,354 262,861 4,631 8,113 8,000 506,210 5,823
Shanghai 150,620 6,526 107,146 9,539 952 13,000 196,523 16,663 154,809 21,066
Beijing - - 109,674 2,807 33,795 4,000 171,444 13,577 65,651 4,200
Anhui 75,351 2,462 94,915 3,360 - - - - - -
Hefei - - - - 59,360 3,585 109,500 3,600 193,023 4,000
Changsha - - - - 122,112 5,000 150,193 6,092 99,560 9,221
Urumqi - - - - 11,073 6,000 9,746 6,000 28,054 6,300

429,881 448,877 857,523 859,244 1,304,937

Source: Company information, FSSL  
 

Successful selling skill 
Owns an in-house sales 
and marketing team 
 

 

 Greentown owns a team of in-house sale and marketing force. As at May 2006, 36 and 
171 staff belonged to marketing and sales departments respectively, that represented 
3.5% and 16.5% of total work force. Using the self-owned sales force and centralized 
marketing team, it is a more efficient way to promote and implement the sales and 
marketing strategies. Through the co-ordination with Greentown’s project companies, 
centralized marketing and sales team would formulate effective marketing and sales 
activities. Furthermore, it could coordinate promotion activities across different areas in 
China. 

 

As at June 2006, 62% of the properties completed in 2006 were pre-sold. Up till now, it 
is estimated that about 90% and 50% of the properties completed in 2006 and 2007 
had been sold, respectively. 
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Financial Analysis 
Earning growth driven from property sales 

Property development is 
the major income source 
 

 

 

 

Net profit estimate is 
RMB 1,498m in 2006 

 

 

 

Net profit is forecasted to 
be RMN 1,890m in 2007 

 

 

 

2008 profit forecast is 
RMB 2,134m 

 

 Although Greentown is engaged into the businesses of property development, 
investment property, construction contracts, computer system design, sales of 
construction materials, catering and other, property development is the major income 
source as it represented about 95% of revenue. Looking forward, the strong demand of 
residential properties, especially in Hangzhou and Zhejiang, would drive the top-line 
growth. 

 

We project revenue would surge by 211% to RMB 7,881m in 2006 even though 
revenue was RMB 1,210m in 1H06. It is because most of the properties will be 
completed in 2H06. Saleable GFA of property completion in 1H06 was 125,819 sqm 
while that will be 736,774 sqm in 2H06. Therefore, most of the earnings in 2006 are 
mainly arisen in 2H06. We estimate net profit will be RMB 1,498m in 2006. 

 

The properties completed in 2007 will stay flat at 859,244 sqm. However, some luxury 
properties, such as Taohuayuan South I, Shanghai Rose Garden I & II and Beijing 
Qinglongqiao I & II, will be booked in 2007. Their selling prices are estimated to be 
above RMB 20,000 per sqm. Thus, revenue is expected to increase by 30% to RMB 
10,219m in 2007. Net profit is estimated to soar by 26% to RMB 1,890m in 2007. 

 

We forecast that revenue would further rise by 11% to RMB 11,346m in 2008 based on 
the property sales of RMB 11,100m and rental income of RMB 231m. Zhoushan Grand 
Hotel is expected to commence the operation in 2H07 and will contribute full year 
earnings in 2008. However, the shrinkage of income from associated companies (RMB 
346m in 2008 vs. RMB 513m in 2007) slows the net profit growth. We expect net profit 
would advance 13% to RMB 2,134m in 2008. 

 

Table 2: Revenue Breakdown  

(RMB m) 2004 2005  2006E  2007E  2008E 
Property development 2,679 2,442 7,871 10,199 11,100
Property investment 0 0 0 8 231
Construction 55 85 0 0 0
Other 6 8 10 12 15
Total revenue 2,739 2,535 7,881 10,219 11,346  

Source: Company information, FSSL 
 

Completion schedule is the swinging factor 
Any delay of properties 
completion would distort 
earnings forecast, 
especially in 2008 

 As 90% of properties completed in 2006 had been pre-sold, earnings in 2006 would be 
very secured. However, about 67% of properties completed in 2008 will be delivered to 
buyers in November and December 2008. So one or two months’ delay of delivery will 
postpone the earning booking from 2008 to 2009. This will adversely affect our earning 
forecast in 2008. 
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Gearing improves after IPO 

Gearing ratio fell below 
40% after IPO 

 

 Gearing ratio stayed at 784% as at June 2006. After the IPO in July 2006, the company 
raised the fund of RMB 2,815m. On the one hand, net debt declined to RMB 1,333m. 
On the other hand, shareholders’ fund enlarged to RMB 3,344m. Therefore, net gearing 
ratio fell below 40% after IPO and was at the reasonable level. 

 

Attractive ROE & ROA 
ROE & ROA are 
forecasted to be 32-37% 
& 9-10% in 2006-08 

 

 Return on equity (ROE) is a good guideline measuring the performance of the 
management. Greentown recorded ROE of 67% in 2004 and 2005. Although we expect 
its ROE will fall to 30% level in 2006-08 because of the capital expansion after IPO, it is 
still attractive. On the other hand, ROA is used for the measurement of the utilization of 
assets. Return on asset (ROA) was about 4% in 2004-05. Although the assets size of 
Greentown gradually increased after IPO, the surge of profit offsets the asset expansion 
effect. We project that ROA of Greentown will stand at 9-10% in 2006-08. 

 
 

Figure 6: ROE Figure 7: ROA 
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Valuation 
Blended valuation 
method 

 
 

NAV is HK$12.67 per 
share 

 Since Greentown listing history is short, it is difficult to find the suitable multiple for 
Greentown’s valuation. So we adopt a peer group comparison method to determine the 
reference for valuation. Furthermore, we consider using three valuation methods to 
calculate the fair value of Greentown. Namely: discount to NAV, PE and P/B.  

 

Our NAV estimation shows that appraised NAV for Greentown is HK$12.67 per share 
based on WACC of 11.1%. In addition, we also include the new money raised by IPO 
into our NAV estimation. 

 

Table 3: NAV estimation  

(HK$ m) NAV per share
(HK$) % of NAV Remark

Properties under development 18,189 13.5 106.50% DCF with WACC 11.1%
Investment properties 179 0.13 1.10% 10x 08 PE
Gross Amount 18,369 13.63 107.60%
Add: IPO net proceeds 2,733 2.03 16.00%
Less: Net debt -4,027 -2.99 -23.60% As at June 2006
NAV 17,074 12.67 100.00%
No. of shares (m) 1,347
NAV per share (HK$) 12.67

Source: FSSL 
 

10.9x 07PE and 9.7% 
discount to NAV for peer 
group 

 We choose another ten HK listed Chinese properties companies for our comparison. 
Weighted average of 07 PE and discount to NAV for peer group are 10.9x and 9.7%, 
respectively. By applying 07E EPS of RMB 1.40 and our appraised NAV of HK$12.67 
per share, fair value of Greentown is HK$14.84 and HK$11.44, based on PE and 
discount to NAV valuation methods, respectively. For the suitable P/B, we would use 
linear regression method to study the relationship between P/B and ROE for peers. For 
ROE of 36.7%, proper P/B will be 4.37x, which in turn implies the fair value of 
HK$12.85.  
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Table 4: Peer Group Comparison 

Company Ticker Price
(HK$)

Market Cap
(HK$ m) 06E PE 07E PE 06E P/B 06E ROE NAV

(HK$)
Discount to

NAV

China Overseas Land 688 HK 5.81 40,127 16.1 13.8 3.35 16.40% 5.7 2.80%
Hopson 754 HK 17.74 21,636 14 8.9 3.94 28.20% 19.3 -8.20%
Agile 3383 HK 6.09 21,103 15.7 10.7 4.79 29.90% 7.3 -16.60%
Shanghai Forte 2337 HK 2.82 7,133 10.1 8 1.69 16.70% 3.8 -25.90%
Guangzhou R&F 2777 HK 39.9 30,455 12.3 9.2 5.91 46.90% 37.9 5.30%
Beijing Capital Land 2868 HK 3 5,165 16.4 7 2.01 12.30% 4.3 -30.80%
Beijing North Star 588 HK 2.27 4,238 13.2 11.1 0.84 6.40% 3.2 -29.10%
China Resources Land 1109 HK 4.82 15,105 22.7 17.5 1.65 6.70% 6.3 -23.40%
Shanghai Real Estate 1207 HK 1.74 3,266 6.7 4.9 1.82 27.30% 3.2 -44.80%
Shimao 813 HK 8.31 25,469 12.4 10.5 3.69 30.40% 9.7 -14.30%
Greentown 3900 HK 10.56 14,229 8.2 7.8 3.49 36.70% 12.7 -16.70%

Weighted Average  14.2 10.9 -9.70%

Source: Bloomberg, FSSL 
 

Figure 8: Property Counter P/B & ROE Analysis  
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Target price is HK$13.04  In conclusion, our target price is the average of the above three methods. Our 12 
months target price is HK$13.04, which represents 10.2x 06E PE, 2.9% premium to our 
appraised NAV and 4.4x 06E P/B. 
 

23.5% upside potential  The counter is trading at 8.2x 06E PE and 7.8x 07E PE. The valuation is undemanding. 
Our target price of HK$13.04 provides 23.5% upside potential. Thus, we have a BUY
recommendation. 
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Table 5: Target Price Determination 

Target Price Parameter FV (HK$)
Based on PE multiple 10.9x 14.84
Discount to NAV -9.70% 11.44
Based on P/B 4.37x 12.85
Average 13.04  

Source: FSSL 
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Risk 

  Interest Rate Risk. Due to the huge inflow of Foreign Direct Investment and robust 
growth of M2 in China, it is expected that China will raise its interest rate again after 
0.27% hike in August 2006. Thus, it may affect the market sentiment and increase 
Greentown’s interest expense. 

 
Further austerity measures. Chinese Government had introduced several measures 
to control the property market recently, such as issue rules on foreign people investing 
China properties, set up regional bureaus monitoring land sales and enforce a 20% 
capital gain tax for property trading. We are afraid that further administrative policy 
would seriously dampen the market sentiment. 

 

Appreciation of RMB. After China widened trading band in July 2005, RMB was 
appreciating past 12 months. Now, it is trading at US$1 to RMB 7.94, compared with 
RMB 8.09 one year ago. Since majority of Greentown’s assets are in China, 
appreciation of RMB would bring positive effect to Greentown’s valuation and earnings. 

 

New accounting rule for investment properties valuation. HKAS 40 “Investment 
Property” states that the company should use the fair value model to account for its 
investment properties which requires gains or losses arising from changes in the fair 
value of investment properties to be recognized directly in the profit or loss for the 
period in which they arise. Thus, it may be result in the volatility in the earnings forecast 
of the properties companies. However, this kind of uncertainty does not result in any 
effect to the cash flow and NAV valuation method because it is a non-cash item. 

 

No assurance on preferential tax. Two of the project companies (Shanghai Lvju and 
Hangzhou Jiuxi) enjoy preferential income tax treatment. However, the company’s tax 
benefits derived from the preferential treatments enjoyed by these project companies 
will cease after all properties developed by them. There can be no assurance that such 
preferential tax treatments will continue or that the company will receive additional tax 
benefits form these or other tax authorities. 

 

Global economy slowdown. It may result in global economy slowdown if high oil price 
sustains at a longer period. Then, China economy will suffer and in turn adversely affect 
Mainland property market. 
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Table 6: Completion schedule  

 

Project Location Interest Usage Saleable

GFA (sqm)

Attributable

GFA (sqm)

Selling Price

(RMB/sqm)

Cost

(RMB/sqm)

Gross

Margin

Expected
Completion

Date

Revenue

(RMBb m)

Total cost

(RMB m)

Gross Profit

(RMB m)
Existing projects
Chunjiang Huayue I Hangzhou 100% High-rise 451 451 12,000 6,000 50.0% Completed 5 3 3
Chunjiang Huayue II Hangzhou 100% High-rise 2,764 2,764 12,800 6,000 53.1% Completed 35 17 19
Zhoushan Dangui Garden I Zhejiang 100% Low-rise 573 573 4,000 2,800 30.0% Completed 2 2 1
Shanghai Greentown I Shanghai 100% High-rise 247 247 13,000 7,000 46.2% Completed 3 2 1
Shanghai Greentown II Shanghai 100% High-rise 705 705 13,000 7,000 46.2% Completed 9 5 4
Beijing Baihe Apartments I Beijing 80% Low-rise 23,021 18,417 4,000 2,800 30.0% Completed 92 64 28
Beijing Baihe Apartments II Beijing 80% Low-rise 10,774 8,619 4,000 2,800 30.0% Completed 43 30 13
Hefei Guihua Garden I Hefei 90% Complex 9,078 8,170 3,500 2,800 20.0% Completed 32 25 6
Haining Baihe New City I Zhejiang 50% Low-rise 1,288 644 4,500 3,600 20.0% Completed 6 5 1
Qilixiang Creek Villas Hangzhou 30% Villa 6,168 1,850 8,500 6,000 29.4% Completed 52 37 15

55,069 42,441 222 148 75
In FY06
Taohuayuan W est Hangzhou 100% Villa 62,937 62,937 18,000 9,000 50.0% Aug-06 1,133 566 566
Chunjiang Huayue III Hangzhou 100% High-rise 39,465 39,465 13,500 6,500 51.9% Jun-06 533 257 276
Xinjiang Rose Garden I Urumqi 51% Villa 11,073 5,647 6,000 4,000 33.3% Sep-06 66 44 22
Deep Blue Plaza Hangzhou 100% High-rise 97,626 97,626 17,500 10,800 38.3% Oct-06 1,708 1,054 654
Jiuxi Rose Garden Holiday Village Hangzhou 100% Villa 2,836 2,836 9,000 6,000 33.3% Dec-06 26 17 9
Dingxiang Apartment Hangzhou 100% High-rise 22,871 22,871 15,000 10,000 33.3% Oct-06 343 229 114
Hefei Guihua Garden II Hefei 90% Complex 50,282 45,254 3,600 2,800 22.2% Oct-06 181 141 40
Chunjiang Huayue IV Hangzhou 100% High-rise 60,513 60,513 13,500 6,500 51.9% Nov-06 817 393 424
Shangyu Guihua Garden Zhejiang 51% Complex 146,690 74,812 4,500 3,500 22.2% Nov-06 660 513 147
Chunjiang Huayue V Hangzhou 100% High-rise 53,743 53,743 13,500 6,800 49.6% Dec-06 726 365 360
Jingui Plaza Hangzhou 100% Commercial 24,164 24,164 12,000 6,000 50.0% Dec-06 290 145 145
Zhoushan Guihua City I Zhejiang 100% Low-rise 115,598 115,598 4,800 3,500 27.1% Dec-06 555 405 150
Changsha Guihua City I Changsha 51% Complex 122,112 62,277 5,000 3,500 30.0% Dec-06 611 427 183
Haining Baihe New City II Zhejiang 50% Low-rise 42,838 21,419 4,800 3,600 25.0% Jun-06 206 154 51

852,748 689,162 7,648 4,557 3,091
In FY07
Hefei Baihe Apartments I Hefei 54% High-rise 109,500 59,130 3,600 2,800 22.2% May-07 394 307 88
Jiuxi Rose Garden Holiday Village Hangzhou 100% Villa 11,125 11,125 9,000 6,000 33.3% Jun-07 100 67 33
Zhoushan Grand Hotel* Zhejiang 100% Hotel 78,587 78,587 Jun-07 - - -
Taohuayuan South I Hangzhou 51% Villa 121,600 62,016 21,000 14,000 33.3% Dec-07 2,554 1,702 851
Beijing Baihe Apartments III & IV Beijing 80% Low-rise 103,031 82,425 4,000 2,800 30.0% Jun-07 412 288 124
Shanghai Greentown III Shanghai 100% High-rise 109,285 109,285 14,000 8,500 39.3% Aug-07 1,530 929 601
Shanghai Rose Garden I & II Shanghai 100% Villa 87,238 87,238 20,000 10,800 46.0% Sep-07 1,745 942 803
Beijing Qinglongqiao I Beijing 65% Low-rise 26,026 16,917 28,000 19,500 30.4% Sep-07 729 508 221
Xinjiang Rose Garden II Urumqi 51% Villa 9,746 4,970 6,000 4,200 30.0% Sep-07 58 41 18
Greentown Lanting I Hangzhou 75% High-rise 81,000 60,750 6,300 4,000 36.5% Dec-07 510 324 186
Zhoushan Dangxiao Zhejiang 100% Villa 8,113 8,113 8,000 5,000 37.5% Dec-07 65 41 24
Beijing Qinglongqiao II Beijing 65% Low-rise 42,387 27,552 28,000 19,800 29.3% Dec-07 1,187 839 348
Changsha Guihua City II Changsha 51% High-rise 103,993 53,036 4,800 3,500 27.1% Dec-07 499 364 135
Hunan Qingzhu Garden North I Changsha 52% Villa 46,200 24,024 9,000 5,400 40.0% Dec-07 416 249 166
Haining Baihe New City I Zhejiang 50% Villa 29,926 14,963 4,600 3,600 21.7% Jan-07 138 108 30
East Sea Plaza I Shanghai 49% Commercial 71,666 35,116 27,350 16,000 41.5% Feb-07 1,960 1,147 813
Haining Baihe New City III Zhejiang 50% Low-rise 83,198 41,599 4,600 3,600 21.7% May-07 383 300 83
Jade City I & II, Hangzhou Hangzhou 45% Complex 264,216 118,897 7,000 4,000 42.9% Dec-07 1,850 1,057 793

1,386,837 895,744 10,199 6,601 3,598
In FY08
Hunan Qingzhu Garden South I Changsha 52% Villa 55,060 28,631 9,400 5,400 42.6% Apr-08 518 297 220
Ningbo Guihua Garden I Zhejiang 60% Low-rise 92,645 55,587 6,000 3,600 40.0% May-08 556 334 222
Hefei Baihe Apartments II Hefei 54% High-rise 88,300 47,682 4,000 2,800 30.0% May-08 353 247 106
Greentown Lanting II Hangzhou 75% Low-rise 47,555 35,666 6,500 4,000 38.5% Jun-08 309 190 119
Zhoushan Guihua City II Zhejiang 100% High-rise 149,000 149,000 5,400 3,500 35.2% Jun-08 805 522 283
Beijing Baihe Apartments V Beijing 80% Low-rise 65,651 52,521 4,200 2,800 33.3% Nov-08 276 184 92
Xinjiang Rose Garden III Urumqi 51% Villa 28,054 14,308 6,300 4,500 28.6% Nov-08 177 126 50
Greentown Lanting III Hangzhou 75% High-rise 145,500 109,125 7,000 4,200 40.0% Dec-08 1,019 611 407
Ningbo Guihua Garden II Zhejiang 60% High-rise 79,720 47,832 6,000 3,600 40.0% Dec-08 478 287 191
Shanghai Dongjiadu I Shanghai 51% High-rise 55,000 28,050 23,000 15,000 34.8% Dec-08 1,265 825 440
Shanghai Rose Garden III Shanghai 100% Villa 43,240 43,240 20,000 10,000 50.0% Dec-08 865 432 432
Shanghai Rose Garden IV Shanghai 100% Villa 56,570 56,570 20,000 10,500 47.5% Dec-08 1,131 594 537
Hefei Guihua Garden III Hefei 90% High-rise 104,723 94,251 4,000 2,800 30.0% Dec-08 419 293 126
Ningbo Zheda Technolgy Zone I Zhejiang 60% High-rise 184,845 110,907 6,000 4,000 33.3% Dec-08 1,109 739 370
Hunan Qingzhu Garden North II Changsha 52% Villa 44,500 23,140 9,000 5,400 40.0% Dec-08 401 240 160
Taohuayuan South II Hangzhou 51% Villa 64,575 32,933 22,000 13,500 38.6% Dec-08 1,421 872 549
Haining Baihe New City II Zhejiang 50% Villa 30,147 15,074 5,200 3,600 30.8% Jun-08 157 109 48
Ningbo Green Garden Zhejiang 50% High-rise 95,612 47,806 8,000 5,400 32.5% Sep-08 765 516 249
Haining Baihe New City IV Zhejiang 50% Low-rise 38,997 19,499 4,000 2,800 30.0% Nov-08 156 109 47
Haining Baihe New City III Zhejiang 50% Villa 40,639 20,320 5,200 3,600 30.8% Nov-08 211 146 65
Jade City III Hangzhou 45% Complex 235,022 105,760 7,000 4,000 42.9% Dec-08 1,645 940 705

1,745,354 1,137,899 11,100 6,794 4,306

Source: Company information, FSSL 
* Retain as investment property 
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Summary of Financials 
Income statement 2006-9-12 Key statistics and ratios
Year end Dec 31 (RMB m) 2004 2005 2006E 2007E 2008E Year end Dec 31 2004 2005 2006E 2007E 2008E
Turnover 2,739 2,535 7,881 10,219 11,346 Growth (%)
COSG (1,857) (1,640) (4,715) (6,623) (7,005) (7)

(4)

(214) (274) (724) (925) (1,021)

(37) (71) (102) (91) (117)
(43)

(202) (125) (875) (989) (1,126)

(78) (139) (127) (418) (494)

(77) (198) (899) (674) (808)

(809) (1,218) (1,194) (1,850) (2,300)
(126) (294) (692) (1,014) (1,149)

(1,497)
(1,361)

(156) (113) (128) (110)
(98) (432) (21) (140) (60)

(1,060) (220) (23)
(1,314) (128) (353) (93) (193)

(679) (100)
(113) (534) (400) (500) (674)

(414)
(138) (130) (744)

(260) (2,297)

Turnover 124 211 30 11
Gross profit 882 895 3,166 3,596 4,341 Operating profit 190 264 12 23
Other revenue 64 84 125 203 205 Net profit 497 22 234 26 13
SGA EPS 497 22 195 6 13
Operating profit 733 706 2,567 2,874 3,525 Margins (%)
Interest expenses Gross profit 32 35 40 35 38
Associated 31 34 513 346 Operating profit 27 28 33 28 31
Exceptional items 1 46 0 0 0 Net Profit 13 18 19 18 19
Pre-tax profit 648 712 2,499 3,296 3,754 Others (%)
Tax Effective tax rate 31 18 35 30 30
After-tax profit 446 587 1,625 2,308 2,628 Payout ratio 0 0 28 36 38
Minority interest ROE 67 67 37 36 32
Net profit 368 448 1,498 1,890 2,134 ROA 4 4 9 9 10
Core earnings 367 403 1,498 1,890 2,134 Valuation
Dividends P/Sales (x) 4.0 4.3 1.6 1.4 1.3
Retained earnings 291 250 599 1,216 1,326 PE (x) 29.6 24.3 8.2 7.8 6.9

P/B (x) 19.9 16.3 3.6 2.8 2.2
EPS (RMB) 0.368 0.448 1.321 1.402 1.584 P/Cash flow (x) 13.2 1804.7 5.0 11.0 N.A.
DPS (RMB) N.A. N.A. 0.370 0.500 0.600 Dividend yield (%) N.A. N.A. 3.4 4.6 5.5

Balance sheet Cash flow statement
Year end Dec 31 (RMB m) 2004 2005 2006E 2007E 2008E Year end Dec 31 (RMB m) 2004 2005 2006E 2007E 2008E
Cash & deposits 1,278 1,136 4,890 5,996 3,699 Operating Profit 733 706 2,567 2,874 3,525
Trade debtors 431 384 450 500 600 Depreciation 15 26 37 48 60
Inventories 5,546 8,872 10,000 12,000 14,400 Change in wc
Other current assets 2,609 1,377 1,072 872 872 Taxation
Intangible assets 1 0 0 0 0 Others 1,013 786 1,729 1,270
Other LT assets 98 89 106 131 154 CF from Operation 825 6 2,446 1,329
Associated 127 479 500 640 700
Fixed assets 177 244 320 400 450 Capex 46
Total assets 10,267 12,582 17,338 20,539 20,875 Associated investments

Others 258 175
ST debt 2,351 2,511 2,000 2,000 1,600 CF from Investing
Trade creditors 895 1,000 1,000 1,200 1,400
Other current liabilities 5,004 5,711 7,189 8,604 7,484 Equity raised 0 0 2,815 0 0
LT borrowings 1,301 2,369 2,509 2,809 3,109 Change of  Debts 640 811 300
Deferred taxation 35 128 310 310 310 Dividend paid
Other LT liabilities 0 0 0 0 0 Others 219 53 70 30
Total liabilities 9,586 11,719 13,008 14,923 13,903 CF from Financing 747 1,788

S'holders' funds 547 666 4,080 5,296 6,622 Change in Cash 258 3,881 1,106
Minorities 134 197 250 320 350 FX Change 0 0 0 0 0
Total 10,267 12,582 17,338 20,539 20,875 Cash at the beginning 861 1,119 859 4,740 5,846

Cash at the end 1,119 859 4,740 5,846 3,549
Net gearing 434 562 Net Cash Net Cash 11 Adj: OD or others 159 277 150 150 150
BVPS (RMB) 0.55 0.67 3.03 3.93 4.91 Cash at BS 1,278 1,136 4,890 5,996 3,699  
 
Source: Company information, FSSL 
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