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N: Sales momentum likely to take a near-term breather
 February sales fell 67% m-o-m. The magnitude of decline is
larger than peers due to high base in January
 Next batch of CR City won’t be launched till May/June
 We have a Neutral rating with TP of HKD21.6
China Resources Land (CRL) recorded contracted sales of RMB2.54bn in February,
down 67% m-o-m but up 9% y-o-y. The magnitude of decline is larger than its peers
owing to the high base in January amid sales contribution of the newly acquired projects
from CRH. ASP achieved during the month was RMB10,152/sqm, down 42% m-o-m
mainly due to product mix change where high ASP CR City in Shenzhen had a much
lower contribution to sales in February. For the first two months this year, CRL has
achieved contracted sales of RMB10.2bn, up 77% y-o-y.
Taking a breather till 2H amid a back-end loaded pre-sales pipeline. While CRL
started the year very strong with January sales of RMB7.68bn, or 33% above the average
monthly run rate in 2014, contracted sales momentum is likely to take a breather in the
coming months as the project pre-sale pipeline is back-end loaded in 2H. We also point
out that the next batch of CR City in Shenzhen, a high-ASP project that has had very
strong sales response since end-14, won’t be available for sale until May/June, according
to Soufun. This means that there won’t be any heavyweight projects to drive sales
momentum in the near term.
Rental portfolio enters fruition period with monthly income reaching >RMB500m.
CRL completed six new malls in 2014, while there will be another seven scheduled for
completion this year. With the new openings, the monthly rental income increased from
RMB453/month on average in 2014 to over RMB516m/month YTD. In GFA terms,
CRL’s investment property portfolio is expected to grow from 3m sqm in end-14 to 4m
sqm in end-15. The growing recurrent income base should further strengthen CRL’s
leadership position as a landlord though we would argue that competition has certainly
become more intense amid a glut of new supply, particularly in the lower-tier cities.
Neutral with TP of HKD21.6, based on target discount of 30% (historical mean) to our
NAV estimate of HKD30.9/sh. Key downside risks include weaker-than-expected sales or
ASP and lower-than-expected margin in the upcoming results season. Key upside risks
include much stronger-than-expected contracted sales and rent growth momentum.
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Analyst Certification
The following analyst(s), economist(s), and/or strategist(s) who is(are) primarily responsible for this report, certifies(y) that the
opinion(s) on the subject security(ies) or issuer(s) and/or any other views or forecasts expressed herein accurately reflect their
personal view(s) and that no part of their compensation was, is or will be directly or indirectly related to the specific
recommendation(s) or views contained in this research report: Michelle Kwok, Derek Kwong and Albert Tam

Important disclosures
Equities: Stock ratings and basis for financial analysis

HSBC believes that investors utilise various disciplines and investment horizons when making investment decisions, which
depend largely on individual circumstances such as the investor's existing holdings, risk tolerance and other considerations.
Given these differences, HSBC has two principal aims in its equity research: 1) to identify long-term investment opportunities
based on particular themes or ideas that may affect the future earnings or cash flows of companies on a 12 month time horizon;
and 2) from time to time to identify short-term investment opportunities that are derived from fundamental, quantitative,
technical or event-driven techniques on a 0-3 month time horizon and which may differ from our long-term investment rating.
HSBC has assigned ratings for its long-term investment opportunities as described below.
This report addresses only the long-term investment opportunities of the companies referred to in the report. As and when
HSBC publishes a short-term trading idea the stocks to which these relate are identified on the website at
www.hsbcnet.com/research. Details of these short-term investment opportunities can be found under the Reports section of this
website.
HSBC believes an investor's decision to buy or sell a stock should depend on individual circumstances such as the investor's
existing holdings and other considerations. Different securities firms use a variety of ratings terms as well as different rating
systems to describe their recommendations. Investors should carefully read the definitions of the ratings used in each research
report. In addition, because research reports contain more complete information concerning the analysts' views, investors
should carefully read the entire research report and should not infer its contents from the rating. In any case, ratings should not
be used or relied on in isolation as investment advice.

Rating definitions for long-term investment opportunities
Stock ratings

HSBC assigns ratings to its stocks in this sector on the following basis:
For each stock we set a required rate of return calculated from the cost of equity for that stock’s domestic or, as appropriate,
regional market established by our strategy team. The price target for a stock represents the value the analyst expects the stock
to reach over our performance horizon. The performance horizon is 12 months. For a stock to be classified as Overweight, the
potential return, which equals the percentage difference between the current share price and the target price, including the
forecast dividend yield when indicated, must exceed the required return by at least 5 percentage points over the next 12 months
(or 10 percentage points for a stock classified as Volatile*). For a stock to be classified as Underweight, the stock must be
expected to underperform its required return by at least 5 percentage points over the next 12 months (or 10 percentage points
for a stock classified as Volatile*). Stocks between these bands are classified as Neutral.
Our ratings are re-calibrated against these bands at the time of any 'material change' (initiation of coverage, change of volatility
status or change in price target). Notwithstanding this, and although ratings are subject to ongoing management review,
expected returns will be permitted to move outside the bands as a result of normal share price fluctuations without necessarily
triggering a rating change.
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*A stock will be classified as volatile if its historical volatility has exceeded 40%, if the stock has been listed for less than 12
months (unless it is in an industry or sector where volatility is low) or if the analyst expects significant volatility. However,
stocks which we do not consider volatile may in fact also behave in such a way. Historical volatility is defined as the past
month's average of the daily 365-day moving average volatilities. In order to avoid misleadingly frequent changes in rating,
however, volatility has to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to change.

Rating distribution for long-term investment opportunities
As of 12 March 2015, the distribution of all ratings published is as follows:
Overweight (Buy)
42%
(30% of these provided with Investment Banking Services)
Neutral (Hold)

39%

(28% of these provided with Investment Banking Services)

Underweight (Sell)

19%

(20% of these provided with Investment Banking Services)

Share price and rating changes for long-term investment opportunities
China Resources Land (1109.HK) Share Price performance HKD Vs HSBC

Recommendation & price target history

rating history

From
Overweight (V)
Neutral (V)
Overweight
Target Price

26
21
16
11

Source: HSBC

Mar-15

Mar-14

Mar-13

Mar-12

Mar-11

Mar-10

6

Price 1
Price 2
Price 3
Price 4
Price 5
Price 6
Price 7
Price 8
Price 9
Price 10
Price 11
Price 12
Price 13
Price 14

To

Date

Neutral (V)
Overweight
Neutral
Value

17 October 2012
30 January 2013
16 July 2014
Date

18.48
18.67
19.06
20.12
27.09
27.38
28.44
29.70
24.18
24.76
15.38
16.74
22.20
21.60

28 June 2012
19 August 2012
17 October 2012
12 December 2012
30 January 2013
17 March 2013
20 June 2013
25 August 2013
09 February 2014
23 March 2014
16 July 2014
19 August 2014
21 January 2015
09 February 2015

Source: HSBC
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Company
CHINA RESOURCES LAND

Ticker

Recent price

Price Date

Disclosure

1109.HK

19.18

12-Mar-2015

1, 4, 5, 6, 7

Source: HSBC

1
2
3
4
5
6
7
8
9
10
11

HSBC has managed or co-managed a public offering of securities for this company within the past 12 months.
HSBC expects to receive or intends to seek compensation for investment banking services from this company in the next
3 months.
At the time of publication of this report, HSBC Securities (USA) Inc. is a Market Maker in securities issued by this
company.
As of 28 February 2015 HSBC beneficially owned 1% or more of a class of common equity securities of this company.
As of 31 January 2015, this company was a client of HSBC or had during the preceding 12 month period been a client of
and/or paid compensation to HSBC in respect of investment banking services.
As of 31 January 2015, this company was a client of HSBC or had during the preceding 12 month period been a client of
and/or paid compensation to HSBC in respect of non-investment banking securities-related services.
As of 31 January 2015, this company was a client of HSBC or had during the preceding 12 month period been a client of
and/or paid compensation to HSBC in respect of non-securities services.
A covering analyst/s has received compensation from this company in the past 12 months.
A covering analyst/s or a member of his/her household has a financial interest in the securities of this company, as
detailed below.
A covering analyst/s or a member of his/her household is an officer, director or supervisory board member of this
company, as detailed below.
At the time of publication of this report, HSBC is a non-US Market Maker in securities issued by this company and/or in
securities in respect of this company

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives)
of companies covered in HSBC Research on a principal or agency basis.
Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment
banking revenues.
Whether, or in what time frame, an update of this analysis will be published is not determined in advance.
For disclosures in respect of any company mentioned in this report, please see the most recently published report on that
company available at www.hsbcnet.com/research.

Additional disclosures
1
2
3

4

This report is dated as at 12 March 2015.
All market data included in this report are dated as at close 12 March 2015, unless otherwise indicated in the report.
HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research
operate and have a management reporting line independent of HSBC's Investment Banking business. Information Barrier
procedures are in place between the Investment Banking and Research businesses to ensure that any confidential and/or
price sensitive information is handled in an appropriate manner.
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