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Forecasts And Ratios 

Year End Dec 31 2012A 2013A 2014E 2015E 2016E 

Sales (HKDm) 32,953 43,430 43,824 46,876 51,043 

EBITDA (HKDm) 15,680 17,255 15,406 16,024 17,441 

Reported NPAT (HKDm) 6,518 6,851 5,306 4,557 5,796 

DB EPS FD (HKD) 0.831 0.848 0.657 0.564 0.717 

DB EPS growth (%) 7.0 2.1 -22.6 -14.1 27.2 

PER (x) 16.1 16.5 11.5 13.4 10.5 

Price/BV (x) 2.9 2.2 1.1 1.1 1.0 

EV/EBITDA (x) 8.1 8.3 6.0 6.3 6.2 

DPS (net) (HKD) 0.230 0.230 0.184 0.170 0.216 

Yield (net) (%) 1.7 1.6 2.4 2.2 2.9 

ROE (%) 17.4 14.4 10.1 8.2 9.7 

Source: Deutsche Bank estimates, company data 
1
 DB EPS is fully diluted and excludes non-recurring items 

 

 

FY14 results largely in line, but not fully reflecting headwinds 
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Performance (%) 1m 3m 12m 

Absolute -1.4 3.1 -41.0 

HANG SENG INDEX -1.5 5.0 12.1 

Source: Deutsche Bank 
 

 

Kunlun's FY14 results were 6% above our estimate but 4% below consensus. 
While we are likely to see the pipeline transmission volume grow steadily and 
the long-term outlook of the LNG business remain positive, we expect its E&P 
business to dip into loss in 2015 due to a sharp decline in the oil price. 
Moreover, the potential loss of new LNG liquefaction could be realized once 
the plants are transferred from work-in-progress. Nevertheless, we believe 
further downside is limited as the share price appears to mainly reflect the 
value of its defensive midstream pipeline and LNG terminal assets, with little 
value ascribed to upstream E&P and downstream gas assets. Maintain Hold. 

FY14 net profit down 18% yoy; only one of five businesses saw growth  
Kunlun’s FY14 earnings were down 18% yoy to HK$5.61bn, 6% above our 
expectation but 4% below consensus (HK$5.83bn). The earnings decline was 
mainly due to the 30% yoy decline in profit from the E&P business, 56% 
decline from natural gas sales business, and 8% profit decline from LNG 
terminal business, offset by an 8% yoy increase in contributions from the 
natural gas pipeline business. LNG processing fell into loss in 2014.   

2015 outlook: growth in transmission offset by loss in E&P business 
We expect volume growth from the midstream transmission pipeline business 
to be offset by the loss-making E&P business as a result of the collapsing oil 
price. Moreover, two new LNG liquefaction plants will weigh on the earnings 
outlook when they are transferred out of work-in-progress, with additional 
depreciation and interest burdens but low margin and utilization levels. 
Impairment is also likely if the LNG plants remain loss-making. Overall, we 
expect a 19% yoy decline in reported earnings in FY15E.  

Sum-of-the-parts valuation of HK$7.8; risks 
Our HK$7.8 target price comprises mainly the midstream/downstream gas 
business (>95%). Key risks: lower/higher-than-expected demand and utilization 
of the mainland gas business, and a lower/higher-than-expected oil price (see 
page 6 for target price derivation and risk details). 
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Hold 
Price (26 Mar 15) HKD 7.55 

Target Price HKD 7.80 

52 Week range HKD 6.93 - 13.46 

Market Cap (m) HKDm 60,614 

 USDm 7,816 
 

Company Profile 

Kunlun Energy (formerly known as CNPC (Hong Kong)) is 
principally engaged in the midstream and downstream gas 
sales in mainland China. The company also involves in the 
exploration and production (E&P) of oil and gas in 
mainland China, Kazakhstan, Oman, Peru, Thailand, 
Azerbaijan, and Indonesia. China National Petroleum 
Corporation, through PetroChina (0857.HK), is the 
controlling shareholder of the company holding c.57% 
stake. 
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 Fiscal year end  31-Dec 2011 2012 2013 2014E 2015E 2016E 
 

Financial Summary 

DB EPS (HKD) 0.78 0.83 0.85 0.66 0.56 0.72 

Reported EPS (HKD) 0.78 0.83 0.85 0.66 0.56 0.72 

DPS (HKD) 0.22 0.23 0.23 0.18 0.17 0.22 

BVPS (HKD) 4.2 5.5 6.3 6.7 7.1 7.6 
 

Weighted average shares (m) 7,151 7,802 8,059 8,062 8,062 8,062 

Average market cap (HKDm) 85,538 104,399 112,761 60,614 60,614 60,614 

Enterprise value (HKDm) 108,780 127,089 143,792 92,895 100,930 107,447 
 

Valuation Metrics 
P/E (DB) (x) 15.4 16.1 16.5 11.5 13.4 10.5 

P/E (Reported) (x) 15.4 16.1 16.5 11.5 13.4 10.5 

P/BV (x) 2.61 2.93 2.18 1.12 1.06 0.99 
 

FCF Yield (%) nm nm nm 2.8 nm nm 

Dividend Yield (%) 1.9 1.7 1.6 2.4 2.2 2.9 
 

EV/Sales (x) 4.2 3.9 3.3 2.1 2.2 2.1 

EV/EBITDA (x) 8.9 8.1 8.3 6.0 6.3 6.2 

EV/EBIT (x) 13.5 11.3 11.3 9.1 9.7 8.9 
 

Income Statement (HKDm) 

Sales revenue 25,915 32,953 43,430 43,824 46,876 51,043 

Gross profit 14,748 18,408 20,532 19,063 19,171 20,929 

EBITDA 12,159 15,680 17,255 15,406 16,024 17,441 

Depreciation 4,089 4,433 4,525 5,208 5,642 5,388 

Amortisation 0 0 0 0 0 0 

EBIT 8,070 11,247 12,730 10,197 10,382 12,053 

Net interest income(expense) -227 -489 -394 -867 -1,035 -1,038 

Associates/affiliates 2,577 2,641 2,061 1,162 633 873 

Exceptionals/extraordinaries 0 0 0 0 0 0 

Other pre-tax income/(expense) 67 -93 -44 0 0 0 

Profit before tax 10,487 13,306 14,353 10,493 9,980 11,888 

Income tax expense 2,291 3,392 3,845 2,572 2,434 2,836 

Minorities 2,575 3,396 3,657 2,615 2,989 3,256 

Other post-tax income/(expense) 0 0 0 0 0 0 

Net profit 5,621 6,518 6,851 5,306 4,557 5,796 
 

DB adjustments (including dilution) 0 0 0 0 0 0 

DB Net profit 5,621 6,518 6,851 5,306 4,557 5,796 
 

Cash Flow (HKDm) 

Cash flow from operations 9,351 10,021 13,475 11,499 12,526 13,418 

Net Capex -13,507 -15,391 -15,405 -9,810 -16,837 -15,814 

Free cash flow -4,156 -5,370 -1,930 1,689 -4,311 -2,395 

Equity raised/(bought back) 96 10,605 -57 0 0 0 

Dividends paid -1,516 -4,076 -3,799 -1,486 -1,367 -1,739 

Net inc/(dec) in borrowings 9,647 3,701 -1,409 5,901 17,805 16,387 

Other investing/financing cash flows -1,089 2,715 1,846 484 -54 293 

Net cash flow 2,982 7,575 -5,349 6,588 12,074 12,545 

Change in working capital -1,539 -3,265 -1,084 -468 -1,084 -148 
 

Balance Sheet (HKDm) 

Cash and other liquid assets 11,718 19,592 14,897 21,485 33,558 46,104 

Tangible fixed assets 56,677 69,225 82,943 87,545 98,740 109,166 

Goodwill/intangible assets 0 0 0 0 0 0 

Associates/investments 7,890 7,147 7,284 7,962 8,649 9,229 

Other assets 7,922 12,578 14,338 14,935 15,190 15,539 

Total assets 84,207 108,542 119,462 131,927 156,138 180,037 

Interest bearing debt 27,575 31,673 31,350 37,251 55,056 71,443 

Other liabilities 10,974 14,691 15,844 15,973 16,199 16,399 

Total liabilities 38,549 46,364 47,194 53,224 71,255 87,842 

Shareholders' equity 30,383 44,422 50,406 54,226 57,416 61,473 

Minorities 15,275 17,756 21,862 24,477 27,466 30,722 

Total shareholders' equity 45,658 62,178 72,268 78,703 84,882 92,196 

Net debt 15,857 12,081 16,453 15,766 21,498 25,339 
 

Key Company Metrics 

Sales growth (%) 49.5 27.2 31.8 0.9 7.0 8.9 

DB EPS growth (%) 33.8 7.0 2.1 -22.6 -14.1 27.2 

EBITDA Margin (%) 46.9 47.6 39.7 35.2 34.2 34.2 

EBIT Margin (%) 31.1 34.1 29.3 23.3 22.1 23.6 

Payout ratio (%) 28.2 27.5 27.1 28.0 30.0 30.0 

ROE (%) 19.6 17.4 14.4 10.1 8.2 9.7 

Capex/sales (%) 52.1 46.7 35.5 22.4 35.9 31.0 

Capex/depreciation (x) 3.3 3.5 3.4 1.9 3.0 2.9 

Net debt/equity (%) 34.7 19.4 22.8 20.0 25.3 27.5 

Net interest cover (x) 35.6 23.0 32.3 11.8 10.0 11.6 
  

Source: Company data, Deutsche Bank estimates 
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FY14 results review and outlook 

Kunlun Energy announced FY14 results on 26 March after market close. 

Reported net profit was down 18% yoy to HK$5,610m, 6% above our estimate. 

The earnings decline was mainly due to a 30% yoy decline in profit from the 

E&P business, 56% decline from the natural gas sales business, and 8% profit 

decline from the LNG terminal business, offset by an 8% yoy increase in 

contributions from the natural gas pipeline business. A final dividend of 

HK$0.20/share was declared (down from HK$0.23 a year ago), representing a 

29% payout. We show a yoy comparison in Figure 1. 

Figure 1: Kunlun Energy’s FY14 summary P&L 

Summary P&L (HK$m) FY13 FY14 yoy Deutsche Bank comment

Revenue 43,430 48,044 11% Up on expansion of natural gas business

E&P business 5,660 5,336 -6% Down on lower oil selling price

Natural gas sales 22,073 26,291 19% Up on rising volumes and gas price hike

Natural gas pipeline 11,787 12,679 8% Up on increase in transmission volume but partly offset by tariff cut

LNG terminal 2,512 1,946 -23% Down on diversion of contracted LNG to other terminal

LNG processing 1,398 1,792 28% Up on higher volume from new liquefaction capacity additions

Purchases, services & others (21,303)   (26,354)    24%

Employee compensation (2,046)    (2,368)      16%

Exploration expenses (11)         -          -100% No exploration activities

SG&A (2,878)    (2,777)      -4% Less E&P related expense

Tax other than income taxes (746)       (737)         -1%

EBITDA 16,446 15,808 -4% Higher  NG business offset by lower E&P and LNG business

  EBITDA margin 38% 33%

Depreciation and amortisation (4,528)    (5,392)      19%

Profit from operation 11,918 10,416 -13%

  Operating margin 27% 22%

Other gain/(loss) 768        837          9% mainly VAT refunds during transition of VAT reform

Interest income 228        217          -5%

Finance costs (622)       (486)         -22% On hihger capitalized interests (HKD1,035mn)

Share of profits from JCs 415        256          -38% Down on decrease in crude oil price and HKD150mn impairment

Share of profits from associates 1,646     716          -57% Down on decrease in crude oil price and oil production volume and FX loss 

Profit before tax 14,353 11,956 -17%

E&P business 3,647 2,302 -37% down mainly due to lower contributions from Kazakhstan

Natural gas sales 1,754 1,420 -19% down due to lower average gas sales margin

Natural gas pipeline 7,774 8,141 5% Lower profit growth vs. volume growth due to transmission tariff cut

LNG terminal 1,135 806 -29% down on reduced processing volumes

LNG processing 158 (338) -314% Loss due to low  processing margin and low plant utilisations

Others (115) (375) 226%

Total 14,353 11,956 -17%

Tax (3,845)    (3,080)      -20%

  effective tax rate 27% 26%

Minority interest (3,657)    (3,266)      -11%

Net profit 6,851 5,610 -18%

E&P business 2,226 1,550 -30%

Natural gas sales 947 415 -56%

Natural gas pipeline 3,358 3,624 8%

LNG terminal 435 401 -8%

Others (115) (380)         230%  
Source: Deutsche Bank, company data 

Natural gas business 
 Natural gas sales volume was up 10% yoy to 6.845bcm in FY14 (Figure 4), 

mainly due to more gas sales from city gas projects and increased 

CNG/LNG sales. However, the volumes of LNG receiving terminals were 

down 24% due to the LNG diversion to the Caofeidian LNG receiving 

terminal (currently held by PetroChina, not by Kunlun Energy), which 

dragged down profit by 29%. . 

 Natural gas transmission volume was up 21% yoy to 30.69bcm in FY14, 

largely driven by the rising utilization of Shaanxi Beijing Pipelines off a low 

base in 2013. But earnings growth fell below the volume growth at only 

7% due to the transmission tariff cut in early 2014.   
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 Looking into 2015, we expect further downside in the natural gas sales 

business, which is mainly composed of CNG/LNG vehicle gas sales, with 

the outlook clouded by a sharp decline in the diesel price despite the 

recent cut in the incremental gas price. Despite the tariff cut in 

“incremental volume”, the pricing competitiveness of natural gas vs. 

alternative fuels remains unfavorable, given the sharp oil price decline over 

the past 12 months − the price of converged natural gas vs. LPG and 

diesel will remain at a 1-13% premium (vs. a 20% discount in February 

2014). For more details, please refer to “China Gas Utilities: Small cut in 

blended gas price won't help,” published on 2 March 2015.  

 However, we expect the earnings contribution from the midstream 

transmission business (Shaanxi-Beijing pipelines) to increase due to the 

expected mid-term volume growth and a stable pricing trend.  

Figure 2: LNG price vs. diesel price (Shandong)  Figure 3: CNG price vs. gasoline price (Shandong) 
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Figure 4: Key operating statistics for Kunlun 

Key operating statistics FY13 FY14 yoy Deutsche Bank comment

Upstream E&P business:

Sales vol. (mil. bbl) 17.46 16.88 -3% small sales volume decline

Realized oil price (US$/bbl) 97.30 84.47 -13% Lower realized oil price on more domestic sales mix at lower price

Mid-/downstream gas business:

Natural gas sales (mil. cm) 6,222 6,845 10% Pick up in 2H14 after a flat yoy trend in 1H14

Natural gas transmission (mil. cm) 25,336 30,693 21% 98% volume from Shaanxi-Beijing Pipelines

LNG processing (mil. cm) 927 912 Lower plant utilization despite several new processing plants into operation

LNG terminal (mil. cm) 6,837 5,181 -24% down due to LNG diversion to Caofeidian LNG terminal 

Tariff (Rmb/cm):

Natural gas 2.81 3.10 10% Up on non-residential city-gate gas tariff hike in 2013/14

Pipeline transmission 0.37 0.33 -10% down on ShaanJing pipeline transmission tariff cut in early 2014

LNG terminal re-gasification 0.29       0.30       4%

Segment profit margin before deprec. (Rmb/cm):

Natural gas 0.29 0.29 -1% Gas price hike mostly passed-through

Pipeline transmission 0.30 0.27 -10% A results of transmission tariff cut

LNG processing 0.29       (0.11)      Loss-making due to feedstock gas price hike and low plant mutilation on industry overcapacity

LNG terminal re-gas 0.23 0.23 0% Stable margin given regulated re-gasification tariffs  
Source: Deutsche Bank, company data 

LNG liquefaction business 
 Two of Kunlun’s major LNG plants (Hubei Huanggang: 5m cm/day and 

Shandong Taian: 2.6m cm/day) have yet to be put into operation despite 

construction work having been done, which is due to the significant 

overcapacity situation for LNG liquefaction facilities in China and high 
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feedstock gas costs relative to the prevailing LNG market prices. The 

capitalized interest in FY14 was Rmb1,035m, which is similar to 

HK$1,260m in FY13 due to the delayed commissioning of LNG processing 

plants.  

 We believe these two plants will continue to weigh on Kunlun’s earnings 

outlook once depreciation and the interest burden kick in when these two 

plants are transferred out of work-in-progress.  

 Despite the recent tariff cut for incremental gas starting from April 2015, 

we do not expect an improvement in the LNG liquefaction business given 

the low LNG market price amid weak demand from LNG vehicles following 

the diesel price decline. 

LNG receiving terminals 
 With the commissioning of the PetroChina Caofeidian LNG receiving 

terminal in December 2013, Kunlun incurred a diversion of PetroChina’s 

contracted LNG from the Rudong and Dalian LNG receiving terminals to 

the Caofeidian LNG receiving terminal in 2014. Consequently, the 

utilization of LNG receiving terminals came down in 2014, which dragged 

profit by 8% yoy to HK$401m.  

 Looking into 2015, the utilization level is likely to improve when additional 

long-term LNG contracts under PetroChina begin their first year of LNG 

supply. In addition, with a significant decline in the spot LNG price, there 

could be a higher volume of spot purchases flowing through the terminal. 

Hence, we expect some recovery in profit contribution from the receiving 

terminals.  

 The phase II of the Rudong LNG receiving terminal received approval from 

the NEA in May 2014. The phase II project is expected to start operation in 

2016E, with additional processing capacity of 3m tons p.a. 

E&P business 
 Kunlun sold 16.88m barrels of crude oil in FY14, down 3% yoy. However, 

profit contributions from the E&P business were down 30% yoy to 

HK$1,550m, mainly due to (i) a 13% lower realized crude oil selling price, 

and (ii) a c.HK$500m FX loss (HK$300m attributable to Kunlun) due to the 

deprecation of local currency from the Aktobe E&P project in Kazakhstan.  

 Looking into 2015, we expect a net loss of HK$400m due to the sharp 

decline in the oil price in late 2014. We use Deutsche Bank’s WTI crude oil 

price forecast of US$55/barrel in our model. In addition, we expect the E&P 

business to show a stable declining production profile in the coming few 

years, with earnings volatility from higher operating costs. 

Asset transfer from PetroChina 

We see the potential for PetroChina Kunlun Gas and PetroChina Kunlun 

Natural Gas Utilisation (both wholly owned by PetroChina currently) to be 

transferred to Kunlun Energy. We also believe it makes sense for Kunlun to 

acquire the profit-making Caofeidian LNG receiving terminal from PetroChina. 

However, there is no specific timetable at this point, and the timing is difficult 

to gauge. Moreover, the price of the asset injection is unlikely to be as 

attractive as in previous cases.  



27 March 2015 

Utilities 

Kunlun Energy 

 

Page 6 Deutsche Bank AG/Hong Kong 

 

 

 

Valuation and risks 

Our target price is based on a sum-of-the-parts valuation that uses DCF (with 

WACC determined by business sector), with over 95% of the value coming 

from the midstream/downstream gas business and the remaining value largely 

from the upstream E&P business. (Midstream gas pipelines represent the 60% 

stake in Shaanxi-Beijing Pipelines; LNG receiving terminals include Rudong 

LNG [55%] and Dalian LNG [75%]; downstream gas mainly includes the 

CNG/LNG vehicle gas business.) 

Figure 5: Sum-of-the-parts valuation of Kunlun Energy 

Business HK$ m % Deutsche Bank comment 

Gas business 60,231 97%   

  Midstream gas pipelines 44,629 72% represents the 60% stake in Shaanxi-Beijing Pipelines, based on DCF using a Ke 8.4%.  

  LNG receiving terminals 13,501 22% Incl. Rudong LNG (55%) and Dalian LNG (75%), based on DCF using Ke of 8.9%.  

  Downstream gas 2,100 3% Mainly incl. CNG/LNG vehicle gas business, based on DCF using Ke of 8.9%.  
        

E&P business 1,831 3% Incl. debt and cash at holdco, based on DCF using WACC of 9.6%.  
        

Others (140) 0%  
        

Equity value 61,922 100%   

  Share outstanding (mil.) 8,062    

Equity value per share (HK$) 7.8   Set as our target price 

Source: Deutsche Bank, company data 

Key risks 

Key risks for the mid- and downstream gas business include (1) a higher/lower 

natural gas tariff, which would potentially lead to less competitive pricing for 

vehicle gas vs. diesel and gasoline, and lower/higher utilization of the 

midstream gas infrastructure; (2) lower capacity utilization due to insufficient 

natural gas supply; (3) changes in the regulatory regime for the midstream and 

downstream gas business; (4) changes in PetroChina's strategy for Kunlun 

Energy and (5) over-/under-paying for the parent's assets.  

Key risks for the upstream E&P business could come from (1) oil price 

fluctuations, resulting in lower/higher realized oil product prices; (2) lower-

/higher-than-expected production output and higher-/lower-than-expected 

capex and (3) a lack of project operatorship may mean the company has 

limited control over its sales volumes. 
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Appendix 1 
 

Important Disclosures 
 

Additional information available upon request 
 

Disclosure checklist 

Company Ticker Recent price* Disclosure 

Kunlun Energy 0135.HK 7.57 (HKD) 26 Mar 15 1,7,14,17 
*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via Reuters, Bloomberg and other vendors . Data is 
sourced from Deutsche Bank and subject companies.  

Important Disclosures Required by U.S. Regulators 

Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States.  
See Important Disclosures Required by Non-US Regulators and Explanatory Notes. 

1. Within the past year, Deutsche Bank and/or its affiliate(s) has managed or co-managed a public or private offering 
for this company, for which it received fees. 

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year. 

14. Deutsche Bank and/or its affiliate(s) has received non-investment banking related compensation from this company 
within the past year. 

 

Important Disclosures Required by Non-U.S. Regulators 

Please also refer to disclosures in the Important Disclosures Required by US Regulators and the Explanatory Notes. 

1. Within the past year, Deutsche Bank and/or its affiliate(s) has managed or co-managed a public or private offering 
for this company, for which it received fees. 

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year. 

17. Deutsche Bank and or/its affiliate(s) has a significant Non-Equity financial interest (this can include Bonds, 
Convertible Bonds, Credit Derivatives and Traded Loans) where the aggregate net exposure to the following 
issuer(s), or issuer(s) group, is more than 25m Euros. 

   
For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at http://gm.db.com/ger/disclosure/Disclosure.eqsr?ricCode=0135.HK 
 

Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the 
subject issuer and the securities of the issuer. In addition, the undersigned lead analyst(s) has not and will not receive 
any compensation for providing a specific recommendation or view in this report. Michael Tong 
     

http://gm.db.com/ger/disclosure/Disclosure.eqsr?ricCode=0135.HK
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Historical recommendations and target price: Kunlun Energy (0135.HK) 
(as of 3/26/2015) 
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Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated 
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated 
Suspended Rating 

*New Recommendation Structure 
as of September 9,2002 

 

1.     08/05/2013:         Buy, Target Price Change HKD16.00 4.     27/06/2014:         Hold, Target Price Change HKD12.50 

2.     23/07/2013:         Buy, Target Price Change HKD14.80 5.     09/02/2015:         Hold, Target Price Change HKD7.80 

3.     09/01/2014:         Downgrade to Hold, Target Price Change HKD14.00  
  
  

Equity rating key Equity rating dispersion and banking relationships 

Buy: Based on a current 12- month view of total 
share-holder return (TSR = percentage change in 
share price from current price to projected target price 
plus pro-jected dividend yield ) , we recommend that 
investors buy the stock. 
Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the 
stock 
Hold: We take a neutral view on the stock 12-months 
out and, based on this time horizon, do not 
recommend either a Buy or Sell. 
Notes: 

1. Newly issued research recommendations and 
target prices always supersede previously published 
research. 
2. Ratings definitions prior to 27 January, 2007 were: 

Buy: Expected total return (including dividends) 
of 10% or more over a 12-month period 
Hold: Expected total return (including 
dividends) between -10% and 10% over a 12-
month period 
Sell: Expected total return (including dividends) 
of -10% or worse over a 12-month period 
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Regulatory Disclosures 

1. Important Additional Conflict Disclosures 
Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 

"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing. 

2. Short-Term Trade Ideas 
Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are 

consistent or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the 

SOLAR link at http://gm.db.com. 

3. Country-Specific Disclosures 
Australia and New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the 

meaning of the Australian Corporations Act and New Zealand Financial Advisors Act respectively. 

Brazil: The views expressed above accurately reflect personal views of the authors about the subject company(ies) and 

its(their) securities, including in relation to Deutsche Bank. The compensation of the equity research analyst(s) is 

indirectly affected by revenues deriving from the business and financial transactions of Deutsche Bank. In cases where 

at least one Brazil based analyst (identified by a phone number starting with +55 country code) has taken part in the 

preparation of this research report, the Brazil based analyst whose name appears first assumes primary responsibility for 

its content from a Brazilian regulatory perspective and for its compliance with CVM Instruction # 483. 

EU countries: Disclosures relating to our obligations under MiFiD can be found at 

http://www.globalmarkets.db.com/riskdisclosures. 

Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc. 

Registration number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau 

(Kinsho) No. 117. Member of associations: JSDA, Type II Financial Instruments Firms Association, The Financial Futures 

Association of Japan, Japan Investment Advisers Association. Commissions and risks involved in stock transactions - for 

stock transactions, we charge stock commissions and consumption tax by multiplying the transaction amount by the 

commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price fluctuations 

and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange 

fluctuations. "Moody's", "Standard & Poor's", and "Fitch" mentioned in this report are not registered credit rating 

agencies in Japan unless Japan or "Nippon" is specifically designated in the name of the entity. Reports on Japanese 

listed companies not written by analysts of Deutsche Securities Inc. (DSI) are written by Deutsche Bank Group's analysts 

with the coverage companies specified by DSI. 

Malaysia: Deutsche Bank AG and/or its affiliate(s) may maintain positions in the securities referred to herein and may 

from time to time offer those securities for purchase or may have an interest to purchase such securities. Deutsche Bank 

may engage in transactions in a manner inconsistent with the views discussed herein. 

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre 

Regulatory Authority. Deutsche Bank AG - QFC Branch may only undertake the financial services activities that fall 

within the scope of its existing QFCRA license. Principal place of business in the QFC: Qatar Financial Centre, Tower, 

West Bay, Level 5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related 

financial products or services are only available to Business Customers, as defined by the Qatar Financial Centre 

Regulatory Authority. 

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, 

any appraisal or evaluation activity requiring a license in the Russian Federation. 

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company, (registered no. 07073-37) is regulated by the 

Capital Market Authority. Deutsche Securities Saudi Arabia may only undertake the financial services activities that fall 

within the scope of its existing CMA license. Principal place of business in Saudi Arabia: King Fahad Road, Al Olaya 

District, P.O. Box 301809, Faisaliah Tower - 17th Floor, 11372 Riyadh, Saudi Arabia. 

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated 

by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services 

activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai 

International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been 

distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as 

defined by the Dubai Financial Services Authority. 
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Global Disclaimer 

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively "Deutsche Bank"). The information herein is believed to be reliable and has been obtained from public 
sources believed to be reliable. Deutsche Bank makes no representation as to the accuracy or completeness of such information. 

Deutsche Bank may engage in securities transactions, on a proprietary basis or otherwise, in a manner inconsistent with the view taken in this research report. In addition, others within Deutsche Bank, including 
strategists and sales staff, may take a view that is inconsistent with that taken in this research report. 

Opinions, estimates and projections in this report constitute the current judgement of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change 
without notice. Deutsche Bank has no obligation to update, modify or amend this report or to otherwise notify a recipient thereof in the event that any opinion, forecast or estimate set forth herein, changes or 
subsequently becomes inaccurate. Prices and availability of financial instruments are subject to change without notice. This report is provided for informational purposes only. It is not an offer or a solicitation of an 
offer to buy or sell any financial instruments or to participate in any particular trading strategy. Target prices are inherently imprecise and a product of the analyst judgement. 

In August 2009, Deutsche Bank instituted a new policy whereby analysts may choose not to set or maintain a target price of certain issuers under coverage with a Hold rating. In particular, this will typically occur for 
"Hold" rated stocks having a market cap smaller than most other companies in its sector or region. We believe that such policy will allow us to make best use of our resources. Please visit our website at 
http://gm.db.com to determine the target price of any stock. 

The financial instruments discussed in this report may not be suitable for all investors and investors must make their own informed investment decisions. Stock transactions can lead to losses as a result of price 
fluctuations and other factors. If a financial instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the investment. Past performance is not 
necessarily indicative of future results. Deutsche Bank may with respect to securities covered by this report, sell to or buy from customers on a principal basis, and consider this report in deciding to trade on a 
proprietary basis. Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is sourced from 
Deutsche Bank and subject companies. 

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the investor's home jurisdiction. In the U.S. this report is approved and/or distributed by Deutsche 
Bank Securities Inc., a member of the NYSE, the NASD, NFA and SIPC. In Germany, this report is approved and/or communicated by Deutsche Bank AG, a joint stock corporation with limited liability incorporated in the 
Federal Republic of Germany with its principal office in Frankfurt am Main. Deutsche Bank AG is authorised under German Banking Law (competent authority: European Central Bank) and is subject to supervision by 
the European Central Bank and by BaFin, Germany’s Federal Financial Supervisory Authority. In the United Kingdom, this report is approved and/or communicated by Deutsche Bank AG acting through its London 
Branch at Winchester House, 1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the Prudential Regulation Authority and is subject to limited regulation by the 
Prudential Regulation Authority and Financial Conduct Authority. Details about the extent of our authorisation and regulation by the Prudential Regulation Authority, and regulation by the Financial Conduct Authority 
are available from us on request. This report is distributed in Hong Kong by Deutsche Bank AG, Hong Kong Branch, in Korea by Deutsche Securities Korea Co. This report is distributed in Singapore by Deutsche Bank 
AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch (One Raffles Quay #18-00 South Tower Singapore 048583, +65 6423 8001), and recipients in Singapore of this report are to contact 
Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch in respect of any matters arising from, or in connection with, this report. Where this report is issued or promulgated in 
Singapore to a person who is not an accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and regulations), Deutsche Bank AG, Singapore Branch or Deutsche 
Securities Asia Limited, Singapore Branch accepts legal responsibility to such person for the contents of this report. In Japan this report is approved and/or distributed by Deutsche Securities Inc. The information 
contained in this report does not constitute the provision of investment advice. In Australia, retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product referred to in this 
report and consider the PDS before making any decision about whether to acquire the product. Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register Number in South 
Africa: 1998/003298/10). Additional information relative to securities, other financial products or issuers discussed in this report is available upon request. This report may not be reproduced, distributed or published by 
any person for any purpose without Deutsche Bank's prior written consent. Please cite source when quoting. 
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