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Updates on the Hangzhou Business Commercial Project
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®  Further to the announcement of the project release on 28 May, Hang Lung Properties (00101 HK, "HLP") held a
conference call on 29 May with investors to dispatch more information on the project. HLP clarified that the GFA of
the project released on 28 May, which was 194,100.91 sg.m., did not include the GFA of the potential construction of
basement areas. After adding back basement areas, the total GFA of the project came to over 200,000 sq.m.,
rendering lower land cost per GFA than the previously expected figure of about RMB55,285/sq.m.
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® HLP expects the initial rental yield of the project to lie between 4% and 5%. The management further disclosed that
roughly 45% of the project GFA will be assigned for retail space, and the rest will be designated to office space. HLP
revealed that the average daily rent amount of comparable grade A office spaces in Hangzhou is about
RMB10/sq.m., while comparable daily retail rent amount is about RMB30/sq.m. In terms of positioning for this project,
HLP aims to build a high-end shopping mall with grade A office spaces, which is not surprising as the Company's
existing projects in other cities follows the same positioning. HLP believes that Hangzhou Tower is the closest
comparable project to the future shopping mall in the city.

® HLP expects major capex for the project to occur in 2022-2024, not including land cost payable to the Hangzhou
government. As disclosed on 28 May, the total development cost of the project is expected to be about RMB19 billion,
including land cost of RMB10.73 billion. The land cost will be paid in 3 installments with about RMB5.4 billion due in
2018 and another RMB5.4 billion due in 2019. HLP expects to receive the plot of land from the Hangzhou government
in 2019; the project is expected to be completed in 2024. In other words, HLP's capex guidance (HKD4-5 billion)
remains more or less unchanged for 2018 and 2019.
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® HLP's updates are basically in line with our expectations, published in our morning note on 29 May, in which we
expect a 40-60 split of GFA between retail space and office space; we have derived a project gross rental yield of
4.6% given our relatively conservative daily rental assumptions of RMB5.0/sq.m. and RMB27.1/sq.m. for office and
retail, respectively. We would like to reiterate our view that the land acquisition is fairly priced, but it is definitely not a
bargain. Also, we believe that the land cost payment will raise HLP's net gearing, and hence result in higher interest
payment for its debt. HLP pledged that its dividend payout capability would not be affected by the acquisition alone
and the management was quite optimistic towards rental growth in 2019 and 2020 as some investment properties
currently under construction will be completed during the two years. However, we are less optimistic towards rental
growth in 2019 and 2020, seeing the longer-than-expected ramp-up period of Dalian Olympia 66, which has been
reflected in our rather conservative rental growth assumptions used in our previous report published on 31 January.
As of now, we maintain our "Accumulate" rating for HLP, but may slightly revise our TP in the next report. Our current
TP for the Company is HKD22.22.
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4% 5 H 28 HRATHEB ARG, fHEH (00101 HK) T 5 H 29 HAFKEEHIESWERAEL AT ZHIENER. HiE
i vEE, 5 H 28 HAG R H S 2K Ay 194,100.91 ~FJ5 K, (EIFHRA GEHE KK I B EGRE, %5
H ) S 2 s At 20 J5F 7k, AR5 K ) s AR T I BT B B 20 AR W 55,285 J6/F 77K
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BeAb, FRATTIA A M e A [ S AT 4 o T = 134 S L 2, R IR 5 55 25 ORI RS A o bt = R i B AU AN 2 2
W LIRS AE ST, BT E IR T RE N e T, B EE X 2019 4EA1 2020 4F MR &K AT S 2 R . SR, i
THREERE T S WA BT, AT A A AL SIS AR B B Z MR, W A8 R ESRAT T 1 H 31 H
AN AR MR S AL S KA B . BT ARt R <Yt TS, (BT RS F — RS
RS SCBAT B bR . FRATRE A B 48T B bRl 22.22 #G.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition
Buy BYN Relative Performance>15%;
or the fundamental outlook of the company or sector is favorable.
Accumulate ==, Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral g Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

Reduce V=S Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell FH Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition

The Benchmark:  Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition

Outperform Mg Relative Performance>5%;
or the fundamental outlook of the sector is favorable.

Neutral e Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.

Underperform T AT Relative Performance<-5%;
Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Except for GREENLAND BROAD (01253 HK),KAISA GROUP (01638 HK),GUOTAI JUNAN | (01788 HK),BINHAI INVESTMENT
(02886 HK),GFI MSCI A | (03156 HK),CAM SCSMALLCAP (03157 HK),ZHENRO PPT (06158 HK),LINK HOLDINGS (08237 HK),GFI
MSCI A I-R (CNY) (83156 HK),Guotai Junan and its group companies do not hold equal to or more than 1% of the market capitalization
of the issuer mentioned in this Research Report.

(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research Report
within the preceding 12 months.

(5) Guotai Junan and its group companies are not making a market in the securities mentioned in this Research Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of any issuers mentioned in this Research
Report. There is no officer of any issuers mentioned in this Research Report associated with Guotai Junan and its group companies.

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited ("Guotai Junan”). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.
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