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Financial summary and valuation

2015 2016 2017E 2018E 2019E
Revenue (HK$m) 169,562 164,069 199,651 224,476 261,610
YOY (%) 22% 3% 22% 12% 17%
Underlying Net income (HK$m) 28,894 31,371 35,235 40,246 47,691
YOY (%) 26% 9% 12% 14% 18%
Net income (HK$m) 34,643 37,021 40,035 42,646 50,091
EPS (HK$) 3.75 3.64 3.65 3.89 4.57
Core EPS (HK$) 3.13 3.08 3.22 3.67 4.35
ROE (%) 17.8% 10.8% 14.8% 14.9% 15.6%
Net Gearing (%) -2.3% 8.3% 16% 15% 15%
Dividend Yield (%) 2.4% 2.8% 2.9% 3.4% 4.0%
P/E (x) 8.7 8.9 8.5 7.4 6.3
P/B (x) 1.4 13 1.2 1.0 0.9

Core EPS is calculated as if all non-recurring items are excluded. P/E is calculated as closing price divided by each year’s core EPS.

ABEGMIBTFLRFEEN LR 2018 S NAHHEETRS, WIRNTT
BV 2017 SFASHEIBBTENL. ARMARHEL, ERHEEKELHE
HPENHHRAT TR ARENE. RIVEARBFNMAE 288 BT, FHHFR
M TIRE i

FEINF 2017 ELESSIMAAHEEST 2320 28T (FEIELIE 10%) , FHEMEmF 1450
FEXK (K 11%) , SAEEHMN 16045 BHx/FXK (BEETHE 1%) . ABAIGH
ERIEREMRPALEE K, HEEEEEARR 8RBT 50%. N, ARESE
BEHEERTE BN Z XM 2016 FRFEARMEE—ALE 2017 FHE LA FE T 2017
FFAREHR, AT AT 2018 FL2FHHE BFREILLIGRA 20%, ZEMFERSEMR
B L@ ER 30-40% B ArtERABLL 8RB, BN 2018 £, AR 1 AAEEYHEE
£ 260 {2787 ([EILLIEK 30%) , 2 AHEFTITE 170 287t (FEELiEK 14%) , 18
REFBEERTAZHENL.

FERERED, AR RLENESMAERFHM L, FHT 2015 550 2016 FHAHTEH
NRPEFFEANMBIE RIEET. 7 2017 F, ARMRTELAFTIZENTE, HN
Ry 37 B 2015 SEHY 350 27T 2016 /Y 410 {Z T KIEMAZE 2017 /Y 950 27T
B ZE 2017 F£R, BAMEE QB SMNE T EREFUL 5300 FFK, ATLAZIERRK 3-4 F
WAL, FHEHRAN 5075 /K, HGEAHEHINYD 38%. NIBHRHKE, HF
1%L F—238, 77%F Z2&iim, N&T 9% F =&l .

EEENTHNREESHPE/IMERFERFTN— N EE. ARIEEERITHEENER
T 2016 FAXRFHIRG, HEEY 3 FRsRAIg/HFNBREB A~ (960:HK) fF, F 2017
FEHEFEVADEIMFEETEER, HT 2017 F£ 6 BRERTFE. T8 0EE
LT EEE RRRORRANFIOREH LENER, BABEIBEINATRENE
SIEEX -y

E BT 2017 FHEER T FK11IE AT 2017-2018 F & R&#Z 04 FI TGN 4 B T E 3.1%F0 3.3%
= 3.22 B (FILLiEK 4%) #03.67 BT (FILELIEK 14%) , H4%EHE 2019 EFRZLSE
FIFM A 4.35 BT (ELLEK 18%) « HIVEABEREEAEM 33.7 BT LAZE 36.0
#BIT, TEEEITHAFENTMES, BENETEIEE 2019 BEAFHREH. AFE
BIfE{ER 8.5 15 17 4E PE, 7.4 1% 18 4 PE, 1.2 fZ 17 4F PB 1 1.0 {5 18 £F PB, BRRH A"
BN 24%. RITBEFATDREBNESAERURMENLIES, BEEDBAFFE™
BEMEIERBUAR &R, A8 2017 F£EAF L HTHIAE % Z AT AExT AR R IE
5, BEFEHEFEAHEN. RITEESREESETNM 15%3 K2 20%, HSEBIFH
12 NB Birfh e 28.8 Bt (MHELIEBEFRN A 28.65 Bt) - EEZIHABRNBEEIRNE
£ 5.5% L1708, BATFITRMEFTAZH M.



Real Estate | Company Research

8 March 2018

P SWs

State-owned developer China Overseas Land & Investment (COLI) reported contract sales of
HK$232bn in 2017 (+10% YoY), representing the second lowest growth in the sector. We are
cautious about COLI’s aggressive land purchase strategy since Yan Jianguo was appointed as

CEO in early 2017, and expect the firm to post weaker 2017 results than most peers. We lower

our diluted EPS forecasts from HKS$3.76 to HKS3.65 in 17E (+0.3% YoY) and from HKS$4.02 to
HKS$3.89 in 18E (+6.6% YoY), while maintaining our 19E forecast at HK$4.57 (+17.5% YoY). We
lift our target price from HKS28.65 to HK$28.80. With 5.5% upside, we downgrade our rating

from Outperform to Hold.
14.5msgm (+11% YoY) and an average selling price (ASP) of HKS$16,045/sqm (-1% YoY). Its
contract sales growth is the second lowest in the industry (sector average: 50%-plus YoY). As
such, COLI ranks seventh among China’s top-100 developers by sales in 2017 (vs sixth in 2016).
We expect the company to set its 2018 YoY growth target at c.20%, following strong land
investment in 2017. By contrast, most private developers have disclosed a growth target of
30-40%. COLI announced January contract sales of HK$26bn (+30% YoY), underperforming most

peers, while research firm CRIC estimated COLI’s February contrast sales at c.HK$S17bn (+14%

Contract sales. COLI achieved contract sales of HK$232bn in 2017 (+10% YoY), representing

YoY).
Land replenishment. The firm has increased its focus on property acquisitions over the past two
years, with the acquisitions of assets from its parent in 2015 and from CITIC (267:HK — N-R) in
2016. In 2017, the firm accelerated land replenishment through the open market, with
expenditure rising to Rmb95bn (vs Rmb41bn in 2016 and Rmb35bn in 2015), largely in line with
its full-year guidance of Rmb100bn, as disclosed in early 2017. We calculate that, as of
end-2017, the firm’s attributable land reserves totalled 53msqgm, providing sufficient supply of
sellable resources for the next three to four years, with an average floor cost of Rmb5,075/sqm

or 38% of current selling prices. We note 14% of land reserves are located in tier-1 cities, 77% in

tier-2 cities, and 9% in tier-3 cities.
New leadership. We see management change as one of the possible reasons behind COLI’s
weak growth. Following the unexpected resignation of former chairman and CEO Hao Jianmin in
late 2016, Yan Jianguo, who left COLI three years ago to work for Longfor Properties (960:HK —
Outperform), was appointed as CEO in early 2017 and chairman in June 2017. A number of
investors attribute COLI’s aggressive land purchase strategy to the new CEO. We believe the

company will need time to adapt to the new leadership, and remain cautious on its short-term

growth prospects.
Downgrade to Hold. We cut our 17E core EPS forecast by 3.1% to HK$3.22 (+4% YoY) and our
18E forecast by 3.3% to HK$3.67 (+14% YoY), to reflect weak 2017 sales, while maintaining our
19E forecast at HKS4.35 (+18% YoY). We lift our NAV estimate from HK$33.70 to HKS$36.00,
given the recent acquisitions, although their value might not be reflected until after 2019. The

stock currently trades at 8.5x 17E PE, 7.4x 18E PE, 1.2x 17E PB, and 1.0x 18E PB (24% discount to
NAV). We like the company’s strong balance sheet and prime land reserves. However, its

aggressive land purchase strategy on the open market in 2017 lead to increased margin
pressure and uncertainty on pre-sale progress. We lift our target NAV discount from 15% to

20%, and revise up our target price from HK$28.65 to HK$28.80. With 5.5% upside, we

downgrade our rating from Outperform to Hold.

Please refer to the last page for important disclosures Page 1
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Contract sales

COLI achieved contract sales of HK$232bn in 2017 (+10% YoY), representing 14.5msqm
(+11% YoY) and an average selling price (ASP) of HK$16,045/sgm (-1% YoY). Its contract
sales growth is the second lowest in the industry (sector average: 50%-plus YoY). As

such, COLI ranks seventh among China’s top-100 developers by sales in 2017 (vs sixth in
2016).

We expect the company to set its 2018 YoY growth target at ¢.20%, following strong
land investment in 2017. By contrast, most private developers have disclosed a growth
target of 30-40%.

COLI announced January contract sales of HK$26bn (+30% YoY), underperforming most
peers, while research firm CRIC estimated COLI’s February contrast sales at c.HKS17bn
(+14% YoY).

Fig 1: Contract sales of key listed developers, 2012-2017 (unit: Rmbbn)

Code Listcos 1A 13A  14A jan-18 1gFeb  omig  CTBYOY gy oo
in 2M18

1918 HK Sunac 32 51 66 68 151 362 22 19 41 126% 63%
600048 CH A-share Poly 102 125 137 154 210 315 32 22 53 85% 25%
3333 HK Evergrande 92 100 132 201 373 501 64 48 113 64% 40%
2007 HK CountryGarden | 48 106 129 140 309 551 69 55 124 42% 63%
2202 HK Vanke 141 171 215 261 364 530 68 36 104 20% 30%
688 HK cou 89 111 115 154 185 207 23 13 36 15% 18%
Total/Average | 504 664 794 978 1592 2466 278 192 470 59% 40%

Note: COLI’s February sales data estimated by CRIC.
Source: CRIC, Company data, SWS Research

Fig 2: COLI's monthly contract sales Fig 3: COLI's GFA sold and ASP
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Land replenishment

The firm has increased its focus on property acquisitions over the past two years, with
the acquisitions of assets from its parent in 2015 and from CITIC (267:HK — N-R) in 2016.
In 2017, the firm accelerated land replenishment through the open market, with
expenditure rising to Rmb95bn (vs Rmb41bn in 2016 and Rmb35bn in 2015), largely in
line with its full-year guidance of Rmb100bn, as disclosed in early 2017.

We calculate that, as of end-2017, the firm’s attributable land reserves totalled 53msgm,
providing sufficient supply of sellable resources for the next three to four years, with an
average floor cost of Rmb5,075/sqm or 38% of current selling prices. We note 14% of
land reserves are located in tier-1 cities, 77% in tier-2 cities, and 9% in tier-3 cities.

Please refer to the last page for important disclosures Page 2
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Fig 4: Open market lan Fig 5: Open market lan y GFA and average floor cost
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Fig 6: Land bank breakdown by cities as of end-2017

city Tier of Cities Attributable GFA Average Floor Cost
('000 sqm) (Rmb/sqm)
Jinan Tier-2/3 6,957 2,019
Chengdu Tier-2 5,324 4,257
Shenyang Tier-2/3 3,478 1,575
Beijing Tier-1 3,472 10,734
Tianjin Tier-2 3,128 6,665
Changchun Tier-2/3 2,982 2,497
Qingdao Tier-2 2,535 1,356
Chongging Tier-2 2,436 5,780
Guangzhou Tier-1 1,876 7,702
Foshan Tier-2/3 1,830 4,653
Xian Tier-2/3 1,804 1,838
Nanjing Tier-2 1,652 11,337
Suzhou Tier-2 1,569 8,512
Dalian Tier-2/3 1,073 3,412
Zhengzhou Tier-2 1,061 4,552
Fuzhou Tier-2 969 10,292
Shanghai Tier-1 920 14,442
Wuxi Tier-2/3 834 4,763
Harbin Tier-2/3 832 2,202
Zhuhai Tier-2 823 4,523
Urumaqi Tier-3 794 2,598
Changsha Tier-3 753 1,972
Yantai Tier-3 681 1,472
Wanning Tier-3 593 900

Ningbo Tier-2/3 585 8,811
Taiyuan Tier-3 541 2,162
Wuhan Tier-2 451 8,802
Zhaoging Tier-4 398 4,288
Kunming Tier-2/3 353 5,090
Zhenjiang Tier-4 336 7,507
Shenzhen Tier-1 324 7,255
Nanchang Tier-2/3 323 5,833
Xiamen Tier-2 263 12,600
Dongguan Tier-3 235 12,457
Hangzhou Tier-2 210 18,056
Zhongshan Tier-3 175 4,477
Hongkong Tier-1 165 37,156
Haikou Tier-2/3 156 2,051
Zhangzhou Tier-4 153 7,840
Jiangmen Tier-4 134 4,684
Sanya Tier-2/3 19 2,000
Macau Tier-1 14 21,100
Total 53,212 5,074

Source: Company data, SWS Research

New leadership

We see management change as one of the possible reasons behind COLI’s weak growth.
Following the unexpected resignation of former chairman and CEO Hao Jianmin in late
2016, Yan Jianguo, who left COLI three years ago to work for Longfor Properties (960:HK
— Outperform), was appointed as CEO in early 2017 and chairman in June 2017.

Please refer to the last page for important disclosures Page 3
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A number of investors attribute COLI’s aggressive land purchase strategy to the new
CEO. We believe the company will need time to adapt to the new leadership, and
remain cautious on its short-term growth prospects.

Fig 7: Change of management

Former chairman and CEO Hao Jianmin Yan Jianguo Yan Jianguo was elected
resigned (unknown reason) became CEO as chairman, while still acting as CEO
Dec-16 Jan-17 Jun-17
Vice chairman Xiao Xiao was appointed Xiao Xiao :
as chairman and CEO of the company continued to act as chairman

Source: Company data, SWS Research

COGO’s rights issue

COLI acquired a 38% stake in property developer China Overseas Grand Oceans Group
(COGO; 81:HK — N-R) in 2010, and positioned COGO on tier-3 and tier-4 cities, in
contrast to COLI’s focus on higher-tier cities. Following COLI’s partial transfer of CITIC's
assets to COGO in 3Q16, and the robust recovery of the property market in lower-tier
cities in 2017, COGO delivered 54% YoY sales growth in 2017, with total sales of
HKS37bn.

In November 2017, COGO proposed a rights issue on the basis of one rights share for
every two shares at the price of HK$4.08, with COLI agreeing to fully underwrite the
rights issue.

As announced on 2 February, the rights issue was oversubscribed (x2.65), with COLI’s
stake in COGO remaining stable at c.38% after the rights issue.

Fig 8: COGO's shareholding structure

Prior to the rights issue After the rights issue
Number of shares ('000) As % of total shares Number of shares ('000) As % of total shares
coLl

Star Amuse 833,531 36.5% 1,262,211 36.9%

Chung Hoi 33,170 1.5% 49,754 1.5%

Parties presumed to be acting in concert 433 0.0% 650 0.0%
Sub-total of COLI 867,134 38.0% 1,312,615 38.3%
Other directors 369,294 16.2% 466,226 13.6%

Public shareholders 1,045,812 45.8% 1,644,491 48.0%
Total 2,282,240 100.0% 3,423,360 100.0%

Note: Star Amuse is a wholly owned subsidiary of Big Crown Limited. Big Crown and Chung Hoi are wholly owned subsidiaries of COLI.
Source: Company data, SWS Research

Please refer to the last page for important disclosures Page 4
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Fig 9: COGO'’s GFA sold
'000 sqm

Fig 10: COGQ’s ASP
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Source: Company data, SWS Research Source: Company data, SWS Research

Fig 11: COGO'’s land banks breakdown by city as of mid-2017
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Source: Company data, SWS Research

Downgrade to Hold

We cut our 17E core EPS forecast by 3.1% to HKS3.22 (+4% YoY) and our 18E forecast by
3.3% to HKS3.67 (+14% YoY), to reflect weak 2017 sales, while maintaining our 19E
forecast at HK$4.35 (+18% YoY). We lift our NAV estimate from HK$33.70 to HK$36.00,

given the recent acquisitions, although their value might not be reflected until after
2019.

The stock currently trades at 8.5x 17E PE, 7.4x 18E PE, 1.2x 17E PB, and 1.0x 18E PB (24%
discount to NAV). We like the company’s strong balance sheet and prime land reserves.
However, its aggressive land purchase strategy on the open market in 2017 lead to
increased margin pressure and uncertainty on pre-sale progress.

We lift our target NAV discount from 15% to 20%, and revise up our target price from

HKS$28.65 to HKS$28.80. With 5.5% upside, we downgrade our rating from Outperform to
Hold.

Please refer to the last page for important disclosures Page 5
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Fig 13: Valuation and target prices

L Shares

Company Code e Rating 17€ D.|V|dend Performance
(HK$bn) Bt 2017 2018

coLl 688 HK 299 Hold 28.80 7.8 8.5 7.4 1.1 1.2 1.0 -24% 2.9% 25% 9%
Country Garden 2007 HK 302 Outperform 15.64 5.4 13.3 11.2 0.9 2.9 2.4 -1% 2.4% 248% -6%
CR land 1109 HK 191 Outperform 29.83 7.8 9.8 7.9 1.1 13 1.1 -26% 2.9% 36% 20%
Longfor 960 HK 129 Outperform 27.29 6.7 11.7 9.3 0.8 1.6 14 -18% 2.8% 106% 14%
Shimao 813 HK 70 Hold 22.04 49 8.7 7.3 0.6 1.0 1.0 -20% 3.8% 73% 23%
Sino-ocean 3377 HK 43 Outperform 6.65 8.3 9.3 7.5 0.5 0.7 0.6 -53% 4.3% 60% 6%
KWG 1813 HK 35 Hold 8.70 4.2 8.1 6.9 0.5 1.0 0.9 -21% 4.1% 128% 25%
Poly Ppty 119 HK 15 Buy 5.36 96.0 14.1 5.4 0.3 0.5 0.5 -48% 2.2% 58% -2%
Yuzhou 1628 HK 21 Outperform 5.53 5.5 5.9 4.8 1.1 1.3 1.1 -37% 5.3% 74% 20%
Average 5.1 9.9 7.5 0.8 13 11 -27% 3.4% 92% 11%

Source: Bloomberg, Company data, SWS Research

Please refer to the last page for important disclosures Page 6
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Appendix: Company financials

Figure 1: Forecast Income Statement

HKSm 2010A 2011A 2012A 2013A 2014A 2015A 2016A 2017E 2018E 2019E
Revenue 44,313 51,332 64,581 82,470 138,505 169,562 164,069 199,651 224,476 261,610
Property sales 42,962 49,432 61,407 78,615 134,022 163,559 159,891 196,226 220,880 257,834
Property rentals 294 373 585 857 1,643 2,013 2,137 1,282 1,346 1,414
Others 1,057 1,527 2,589 2,998 2,839 3,990 2,040 2,142 2,249 2,362
Cost of Sales (26,539)  (30,660)  (39,855)  (55,647)  (99,195)  (123,442)  (118,425)  (138,389)  (155,421)  (181,143)
Gross Profit 17,774 20,672 24,726 26,823 39,310 46,120 45,643 61,261 69,055 80,466
Revaluation gains 2,016 3,020 3,651 3,438 5,637 7,514 7,723 6,000 3,000 3,000
Other Income 898 771 731 904 1,915 1,961 1,789 1,968 2,165 2,382
Gains on assets disposal 1,912 868 736 909 9,301
Distribution expenses (592) (661) (842) (1,247) (1,933) (2,843) (3,372) (3,540) (3,717) (3,903)
Administrative expenses (1,314) (1,236) (1,194) (1,570) (2,057) (3,106) (3,180) (3,339) (3,506) (3,681)
EBIT 20,694 23,434 27,071 28,348 43,607 50,555 57,905 62,351 66,997 78,264
Other gains 1,458 2,513
Jointly controlled entities 335 921 2,637 3,773 1,261 1,059 1,252 1,315 1,381 1,450
Finance Costs (462) (590) (286) (290) (545) (2,757) (2,056) (2,172) (2,230) (2,252)
Profit before tax 20,567 23,765 29,423 33,289 44,324 51,370 57,102 61,494 66,147 77,462
Tax expense (7,897) (8,206)  (10,590)  (10,110)  (16,573) (15,954) (18,711) (19,952) (21,844) (25,548)
Inctax  (4,023) (4,322) (5,078) (5,618) (9,416) (9,575) (9,507) (12,299) (13,229) (15,492)
LAT (3,874) (3,884) (5,010) (4,003) (6,828) (5,013) (7,776) (7,653) (8,614) (10,056)
Deferred (502) (489) (328) (1,366) (1,428)
Profit for the year 12,670 15,559 18,833 23,179 27,751 35,416 38,391 41,542 44,304 51,914
Minority interests (296) (94) (110) (135) (551) (772) (1,370) (1,507) (1,658) (1,824)
Profit attr to shareholders 12,374 15,465 18,723 23,044 27,200 34,644 37,021 40,035 42,646 50,091
Dividends paid  (1,880) (2,697) (3,351) (3,841) (5,086) (5,423) (7,878) (8,808) (10,060) (11,921)
Underlying net profit 9,501 13,016 15,802 20,176 22,910 28,894 31,371 35,235 40,246 47,691
Basic EPS 1.51 1.89 2.29 2.82 3.33 3.75 3.64 3.65 3.89 4.57
Diluted EPS 1.51 1.89 2.29 2.82 3.33 3.75 3.64 3.65 3.89 4.57
DPS 0.27 0.33 0.41 0.47 0.55 0.61 0.77 0.80 0.92 1.09
Underlying EPS 1.16 1.59 1.93 2.47 2.80 3.13 3.08 3.22 3.67 4.35
Source: Company data, SWS research
Figure 2: Forecast Balance Sheet
HKSm 2010A 2011A 2012A 2013A 2014A 2015A 2016A 2017E 2018E 2019E
Investment property 14,054 17,765 23,657 32,532 54,921 64,057 67,093 71,093 75,093 79,093
PP&E 319 337 976 1,371 1,378 1,223 3,887 4,275 3,653 3,654
Interests in JV and associates 11,557 16,032 17,210 15,930 16,952 15,010 16,038 17,642 19,406 21,347
Others 10,423 13,857 7,714 5,474 5,256 5,396 9,358 9,000 8,219 8,483
Non-current assets 36,353 47,991 49,557 55,307 78,506 85,686 96,376 102,010 106,371 112,577
Properties under development 82,390 94,801 108,480 160,952 230,484 203,183 261,690 313,992 349,803 392,067
Pre-paid land premiums 1,916 6,027 14,136 19,835 15,124 4,493 7,631 8,394 11,717 15,372
Cash and cash equivalents 32,023 19,179 40,380 41,411 58,281 120,047 154,983 142,638 143,803 139,358
Restricted cash 448
Receivable 2874 1,850 2599 2,431 8,450 11,203 11,341 12,476 13,723 15,095
Others 6,244 6,127 14,172 16,587 19,319 2,625 39,268 43,195 47,514 52,265
Current assets 125,895 127,984 180,267 241,216 331,658 341,550 474,913 520,694 566,560 614,157
Total assets 162,248 175,975 229,824 296,523 410,163 427,237 571,289 622,704 672,932 726,734
Share capital and premiums 817 817 817 817 19,634 62,434 90,420 90,420 90,420 90,420
Retained earnings 54,746 70,799 86,427 109,153 114,036 129,123 131,828 163,055 195,641 233,811
Majority interests 55,563 71,616 87,244 109,970 133,670 191,558 222,248 253,476 286,062 324,231
Minority interests 3,207 273 313 1,080 4,886 5,055 5,175 5,434 5,705 5,991
Total equity 58,770 71,889 87,557 111,050 138,557 196,613 227,423 258,910 291,767 330,222
Borrowings 24,305 25,114 32,095 36,709 26,639 41,986 61,773 82,115 87,715 90,216
Senior notes 10,018 7,690 21,147 32,688 48,177 66,200 71,761 71,761 71,761 71,761
Others 7,756 3,352 5,050 5,147 7,707 8,744 10,727 11,264 11,827 12,418
Non-current liabilities 42,079 36,156 58,292 74,544 82,523 116,931 144,261 165,140 171,303 174,395
Advanced sales proceeds 23,274 24,480 40,506 61,414 55,950 47,495 82,256 90,481 99,530 109,482
Payable 14,103 16,378 16,917 21,523 42,818 34,644 44,815 47,056 49,409 51,879
Borrowings 10,214 9,819 5,546 3,303 22,542 7,269 40,286 29,786 29,086 28,387
Tax payable 10,952 12,680 15,017 16,357 21,116 18,466 21,888 22,983 24,132 25,338
Others 2,856 4,573 5,990 8,332 46,657 5,819 10,359 8,349 7,705 7,030
Current liabilities 61,399 67,930 83,975 110,929 189,084 113,693 199,604 198,655 209,862 222,117
Total liabilities 103,478 104,086 142,267 185,473 271,606 230,624 343,866 363,795 381,165 396,512
Total equity and liabilities 162,248 175,975 229,824 296,523 410,163 427,237 571,289 622,704 672,932 726,734

Source: Company data, SWS research
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Figure 3: Forecast Cash Flow Statement

HKSm 2010A 2011A 2012A 2013A 2014A 2015A 2016A 2017E 2018E 2019E
Cash generated from/(used in) operations 1,338 (2,034) 15,202 (345) 8,016 59,988 75,577 5,480 27,400 29,600
Others (3,889) (5,963) (8,152) (9,741) (12,264) (17,240) (15,038) (18,798) (22,557) (25,941)
Net cash generated from operating activities (2,551) (7,997) 7,050 (10,086) (4,248) 42,748 60,539 (13,318) 4,843 3,659
Acquisitions (3,604) (2,161) (1,586) (1,060) (2,407) (2,724) (2,377) (2,500) (1,000) (1,200)
Others (1,302) (3,292) 3,091 (2,061) (413) 17,491 1,508 1,230 1,353
Net cash generated from Investing activities (4,906) (5,453) 1,505 (1,060) (4,468) (3,137) 15,114 (992) 230 153
Proceeds from issuance of shares 4 42,800

Proceeds of senior notes issuance 20,872 (1,914) 16,165 13,913 24,658 18,098 58,364 9,842 4,900 1,802
Net borrowings (1,631)  (1,880) (2,697) (3,351)  (3,841)  (5,086)  (5423)  (7,878)  (8,808)  (10,060)
Others (4,205) 3,494 (303) 130 (4,875)  (40,115) (85,335)

Net cash generated from financing activities 15,040 (299) 13,165 10,692 15,942 15,697 (32,394) 1,964 (3,908) (8,258)
Increase in cash and cash equivalents 7,583  (13,749) 21,720 (454) 7,226 55,308 43,259 (12,345) 1,165 (4,446)
Cash and cash equivalents at beginning of year 23,782 32,023 19,179 40,880 51,178 69,667 120,047 154,983 142,638 143,803
Exchange losses on cash and cash equivalents 658 905 (18) 985 (123) (4,928) (8,324)

Cash and cash equivalents at end of the year 32,023 19,179 40,880 41,411 58,281 120,047 154,983 142,638 143,803 139,358

Source: Company data, SWS research
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Information Disclosure :

The views expressed in this report accurately reflect the personal views of the analyst. The analyst declares that neither he/she nor his/her associate
serves as an officer of nor has any financial interests in relation to the listed corporation reviewed by the analyst. None of the listed corporations
reviewed or any third party has provided or agreed to provide any compensation or other benefits in connection with this report to any of the analyst, the
Company or the group company(ies). A group company(ies) of the Company confirm that they, whether individually or as a group (i) are not involved in
any market making activities for any of the listed corporation reviewed; or (ii) do not have any individual employed by or associated with any group
company(ies) of the Company serving as an officer of any of the listed corporation reviewed; or (iii) do not have any financial interest in relation to the
listed corporation reviewed or (iv) do not, presently or within the last 12 months, have any investment banking relationship with the listed corporation
reviewed.

Undertakings of the Analyst

I (We) am (are) conferred the Professional Quality of Securities Investment Consulting Industry by the Securities Association of China and have registered
as the Securities Analyst. | hereby issue this report independently and objectively with due diligence, professional and prudent research methods and only
legitimate information is used in this report. I am also responsible for the content and opinions of this report. I have never been, am not, and will not be
compensated directly or indirectly in any form for the specific recommendations or opinions herein.

Disclosure with respect to the Company

The company is a subsidiary of Shenwan Hongyuan Securities. The company is a qualified securities investment consulting institute approved by China
Securities Regulatory Commission with the code number ZX0065.

Releasing securities research reports is the basic form of the securities investment consulting services. The company may analyze the values or market
trends of securities and related products or other relevant affecting factors, provide investment analysis advice on securities valuation/ investment rating,
etc. by issuing securities research reports solely to its clients.

The Company fulfills its duty of disclosure within its sphere of knowledge. The clients may contact compliance@swsresearch.com for the relevant
disclosure materials or log into www.swsresearch.com for the analysts' qualifications > the arrangement of the quiet period and the affiliates’
shareholdings.

Introduction of Share Investment Rating

Security Investment Rating *

When measuring the difference between the markup of the security and that of the market’s benchmark within six months after the release of this report,
we define the terms as follows:

Trading BUY: Share price performance is expected to generate more than 20% upside over a 6-month period.

BUY: Share price performance is expected to generate more than 20% upside over a 12-month period.

Outperform: Share price performance is expected to generate between 10-20% upside over a 12-month period.

Hold: Share price performance is expected to generate between 10% downside to 10% upside over a 12-month period.

Underperform: Share price performance is expected to generate between 10-20% downside over a 12-month period.

SELL: Share price performance is expected to generate more than 20% downside over a 12-month period.

Industry Investment Rating:

When measuring the difference between the markup of the industry index and that of the market’s benchmark within six months after the release of the
report, we define the terms as follows:

Overweight : Industry performs better than that of the whole market ;

Equal weight : Industry performs about the same as that of the whole market ;

Underweight : Industry performs worse than that of the whole market.

We would like to remind you that different security research institutions adopt different rating terminologies and rating standards. We adopt the relative
rating method to recommend the relative weightings of investment. The clients’ decisions to buy or sell securities shall be based on their actual situation,
such as their portfolio structures and other necessary factors. The clients shall read through the whole report so as to obtain the complete opinions and
information and shall not rely solely on the investment ratings to reach a conclusion. The Company employs its own industry classification system. The
industry classification is available at our sales personnel if you are interested.

HSCEI is the benchmark employed in this report.

Disclaimer :

This report is to be used solely by the clients of SWS Research Co., Ltd. ( subsidiary of Shenwan Hongyuan Securities, hereinafter referred to as the
“Company”). The Company will not deem any other person as its client notwithstanding his receipt of this report.

This report is based on public information, however, the authenticity, accuracy or completeness of such information is not warranted by the Company. The
materials, tools, opinions and speculations contained herein are for the clients’ reference only, and are not to be regarded or deemed as an invitation for
the sale or purchase of any security or other investment instruments.

The clients understand that the text message reminder and telephone recommendation are no more than a brief communication of the research opinions,
which are subject to the complete report released on the Company’s website (http://www.swsresearch.com). The clients may ask for follow-up
explanations if they so wish.

The materials, opinions and estimates contained herein only reflect the judgment of the Company on the day this report is released. The prices, values
and investment returns of the securities or investment instruments referred to herein may fluctuate. At different periods, the Company may release
reports which are inconsistent with the materials, opinions and estimates contained herein.

Save and except as otherwise stipulated in this report, the contactor upon the first page of the report only acts as the liaison who shall not provide any
consulting services.

The clients shall consider the Company’s possible conflict of interests which may affect the objectivity of this report, and shall not base their investment
decisions solely on this report. The clients should make investment decisions independently and solely at your own risk. Please be reminded that in any
event, the company will not share gains or losses of any securities investment with the clients. Whether written or oral, any commitment to share gains or
losses of securities investment is invalid. The investment and services referred to herein may not be suitable for certain clients and shall not constitute
personal advice for individual clients. The Company does not ensure that this report fully takes into consideration of the particular investment objectives,
financial situations or needs of individual clients. The Company strongly suggests the clients to consider themselves whether the opinions or suggestions
herein are suitable for the clients’ particular situations; and to consult an independent investment consultant if necessary.

Under no circumstances shall the information contained herein or the opinions expressed herein forms an investment recommendation to anyone. Under
no circumstances shall the Company be held responsible for any loss caused by the use of any contents herein by anyone. Please be particularly cautious to
the risks and exposures of the market via investment.
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Independent investment consultant should be consulted before any investment decision is rendered based on this report or at any request of explanation
for this report where the receiver of this report is not a client of the Company.

The Company possesses all copyrights of this report which shall be treated as non-public information. The Company reserves all rights related to this
report. Unless otherwise indicated in writing, all the copyrights of all the materials herein belong to the Company. In the absence of any prior
authorization by the Company in writing, no part of this report shall be copied, photocopied, replicated or redistributed to any other person in any form by
any means, or be used in any other ways which will infringe upon the copyrights of the Company. All the trademarks, service marks and marks used herein
are trademarks, service marks or marks of the Company, and no one shall have the right to use them at any circumstances without the prior consent of the
Company.

This report may be translated into different languages. The Company does not warrant that the translations are free from errors or discrepancies.

This report is for distribution in Hong Kong only to persons who fall within the definition of professional investors whether under the Securities and
Futures Ordinance (Chapter 571 of the laws of Hong Kong) (the “SFO”) or the Securities and Futures (Professional Investor) Rules (Chapter 571D of the
laws of the Hong Kong under the SFO).

This report is for distribution in the United Kingdom only to persons who (i) have professional experience in matters relating to investments falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) order 2001 (as amended) (the “Order”) or (ii) are persons falling
within Article 49(2)(a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc”) of the Order (All such persons together being referred to as
“Relevant Persons”). This document is directed only at Relevant Persons. Other Persons who are not Relevant Persons must not act or rely upon this
document or any of its contents.

Distribution in Singapore

If distributed in Singapore, this report is meant only for Accredited Investors and Institutional Investors as defined under Section 4A of the Securities and
Futures Act of Singapore. If you are not an Accredited Investor or an Institutional Investor, you shall ignore the report and its contents. The Singapore
recipients of the report are to contact the Singapore office of Shenwan Hongyuan Singapore Private Limited at 65-6323-5208, or 65-6323-5209 in respect
of any matters arising from, or in connection with, the report.

Please refer to the last page for important disclosures Page 10



