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EQUITIES  
 

17 HK Outperform 

Price (at 13:03, 06 Jun 2018 GMT) HK$12.28 

 

Valuation HK$  22.67 
 - DCF (WACC 7.3%, beta 1.1, ERP 6.0%, RFR 1.5%) 

12-month target HK$  14.37 

Upside/Downside %  +17.0 

12-month TSR %  +20.9 

Volatility Index Low 

GICS sector Real Estate 

Market cap HK$m  125,411 

Market cap US$m  15,983 

Free float %  55 

30-day avg turnover US$m  23.3 

Number shares on issue m  10,213 
 

Investment fundamentals 

Year end 30 Jun  2017A 2018E 2019E 2020E 

Revenue m 56,629 67,526 61,806 66,753 

EBIT m 9,430 14,538 11,244 16,312 

EBIT growth % 6.0 54.2 -22.7 45.1 

Reported profit m 8,072 14,557 40,681 17,633 

Adjusted profit m 7,133 7,696 9,795 8,400 

EPS rep HK$ 0.86 1.49 3.98 1.72 

EPS rep growth % -10.8 73.6 167.8 -56.7 

EPS adj HK$ 0.76 0.78 0.96 0.82 

EPS adj growth % -0.7 3.6 22.1 -14.2 

PER rep x 14.3 8.3 3.1 7.1 

PER adj x 16.2 15.6 12.8 14.9 

Total DPS HK$ 0.46 0.48 0.48 0.52 

Total DPS growth % 5.5 3.4 0.0 8.3 

Total div yield % 3.8 3.9 3.9 4.2 

ROA % 2.3 3.3 2.4 3.3 

ROE % 3.9 4.0 4.6 3.5 

EV/EBITDA x 13.2 10.7 10.5 9.2 

Net debt/equity % 36.2 29.9 31.2 23.9 

P/BV x 0.6 0.6 0.5 0.5 

 

17 HK rel HSI performance, & rec history 

 
Note: Recommendation timeline - if not a continuous line, then there was no 
Macquarie coverage at the time or there was an embargo period. 

Source: FactSet, Macquarie Research, June 2018 

(all figures in HKD unless noted) 
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Nicholas Ting   +852 3922 1398 
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New World Development (17 HK) 
Rain or shine, sales go through 

Conclusion 

 After a strong May, thanks to estimated HK$5.9bn sales from Mount Pavilia, 

New World launched Fleur Pavilia yesterday and sold 237 out of 247 units in 

just a few hours. Price per unit was HK$20m, much higher than two competing 

projects, Solaria in Tai Po by K Wah International (173 HK, HK$5.29, 

Outperform, TP: HK$9.35) and Cetus Square Mile in Tai Kok Tsui by 

Henderson Land (12 HK, HK$46.55, Neutral, TP: HK$42.21). In our recent 

update note, we are more aggressive than our peers and forecast HK$18bn 

sales from just Fleur Pavilia in the next few months as well as booking in FY19 

(likely 1H) when the company clears the entire project with successive price 

hikes in each batch of launch. Subscription amount was 1,800, which should 

be sufficient to cover the sales of the entire 611 units. 

Impact 

 The key difference between now and three months ago for New World is a 

stronger determination to churn under new Sales and Marketing Director Akan 

Wong (previous Melvin Yeo had departed). We also expect the remaining units 

of Mount Pavilia to be cleared in the next few months, generating another 

HK$3.6bn in sales. In addition, Ming Pao news commented without 

confirmation by management that New World had sold a residential project 

(redeveloped from industrial use) under construction at Cheung Sha Wan to 

Evergrande. Price was not disclosed but the land cost to New World was 

reported to be about HK$1.7bn (10k psf). 

Action and recommendation 

 We had turned more positive on the company as we await details of Victoria 

Dockside in coming months and strong HK high-margin sales. For the retail 

podium (1.2m sqft) of Victoria Dockside, there is no news of any pre-leasing 

yet but opening remains scheduled for June 2019. We have conservative 

assumptions for Victoria Dockside with office rent at HK$70 psf versus latest 

spot rent at HK$100 (70% leased and opened) and retail rent at HK$200 psf. 

We estimate this landmark project at the harbour front of Tsim Sha Tsui to 

contribute HK$2.4bn revenue in FY2020. It also accounts for 26% of NAV and 

51% of current market capitalization. Reiterate Outperform. 
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Important disclosures: 

Recommendation definitions 

Macquarie - Australia/New Zealand 
Outperform – return >3% in excess of benchmark return 
Neutral – return within 3% of benchmark return 
Underperform – return >3% below benchmark return 
 
Benchmark return is determined by long term nominal 
GDP growth plus 12 month forward market dividend 
yield 

Macquarie – Asia/Europe 
Outperform – expected return >+10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 

Macquarie – South Africa 
Outperform – expected return >+10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 

Macquarie - Canada 
Outperform – return >5% in excess of benchmark return 
Neutral – return within 5% of benchmark return 
Underperform – return >5% below benchmark return 

Macquarie - USA 
Outperform (Buy) – return >5% in excess of Russell 
3000 index return 
Neutral (Hold) – return within 5% of Russell 3000 index 
return 
Underperform (Sell)– return >5% below Russell 3000 
index return 
 

Volatility index definition* 

This is calculated from the volatility of historical 
price movements. 
 
Very high–highest risk – Stock should be 
expected to move up or down 60–100% in a year 
– investors should be aware this stock is highly 
speculative. 
 
High – stock should be expected to move up or 
down at least 40–60% in a year – investors should 
be aware this stock could be speculative. 
 
Medium – stock should be expected to move up 
or down at least 30–40% in a year. 
 
Low–medium – stock should be expected to 
move up or down at least 25–30% in a year. 
 
Low – stock should be expected to move up or 
down at least 15–25% in a year. 
* Applicable to Asia/Australian/NZ/Canada stocks 
only 

Recommendations – 12 months 
Note: Quant recommendations may differ from 
Fundamental Analyst recommendations 

Financial definitions 

All "Adjusted" data items have had the following 
adjustments made: 
Added back:  goodwill amortisation, provision for 
catastrophe reserves, IFRS derivatives & hedging, 
IFRS impairments & IFRS interest expense 
Excluded:  non recurring items, asset revals, property 
revals, appraisal value uplift, preference dividends & 
minority interests 
 
EPS = adjusted net profit / efpowa* 
ROA = adjusted ebit / average total assets 
ROA Banks/Insurance = adjusted net profit /average 

total assets 
ROE = adjusted net profit / average shareholders funds 
Gross cashflow = adjusted net profit + depreciation 
*equivalent fully paid ordinary weighted average 
number of shares 
 
All Reported numbers for Australian/NZ listed stocks 
are modelled under IFRS (International Financial 
Reporting Standards). 
 

Recommendation proportions – For quarter ending 31 March 2018 

 AU/NZ    Asia   RSA    USA     CA   EUR 
Outperform 54.38% 58.90% 48.35% 43.91% 69.03% 45.26% (for global coverage by Macquarie, 3.69% of stocks followed are investment banking clients) 

Neutral       32.48% 27.88% 34.07% 48.73% 21.29% 38.95% (for global coverage by Macquarie, 3.07% of stocks followed are investment banking clients) 

Underperform 13.14% 13.21% 17.58% 7.37% 9.68% 15.79% (for global coverage by Macquarie, 0.39% of stocks followed are investment banking clients) 
 

 

 

17 HK vs HSI, & rec history 

 
(all figures in HKD currency unless noted) 
 

 

173 HK vs HSI, & rec history 

 
(all figures in HKD currency unless noted) 
 

 

12 HK vs HSI, & rec history 

 
(all figures in HKD currency unless noted) 
 

 
   
Note: Recommendation timeline – if not a continuous line, then there was no Macquarie coverage at the time or there was an embargo period. 
Source: FactSet, Macquarie Research, June 2018 

 
 

 
 

12-month target price methodology 

17 HK: HK$14.37 based on a Sum of Parts methodology 

173 HK: HK$9.35 based on a DCF methodology 

12 HK: HK$42.21 based on a Sum of Parts methodology 

 
Company-specific disclosures: 
17 HK: Macquarie Capital Limited makes a market in the securities of New World Development Co Ltd. 12 HK: Macquarie Capital Limited makes a 
market in the securities of Henderson Land Development Co. Ltd. 
Important disclosure information regarding the subject companies covered in this report is available at www.macquarie.com/research/disclosures.  
 

Date Stock Code (BBG code) Recommendation Target Price 
04-Jun-2018 17 HK Outperform HK$14.37 
24-Feb-2017 17 HK Outperform HK$14.14 
09-Dec-2016 17 HK Outperform HK$13.15 
05-Oct-2016 17 HK Outperform HK$13.10 
08-Sep-2016 17 HK Outperform HK$11.51 
16-Jun-2016 17 HK Outperform HK$9.05 
24-Feb-2016 17 HK Outperform HK$9.26 
04-Dec-2015 17 HK Outperform HK$9.46 
20-Nov-2015 17 HK Outperform HK$8.77 
15-Oct-2015 17 HK Outperform HK$9.01 
12-Jun-2015 17 HK Neutral HK$9.64 

 

Target price risk disclosures: 
17 HK: Any inability to compete successfully in their markets may harm the business. This could be a result of many factors which may include 
geographic mix and introduction of improved products or service offerings by competitors. The results of operations may be materially affected by global 
economic conditions generally, including conditions in financial markets. The company is exposed to market risks, such as changes in interest rates, 
foreign exchange rates and input prices. From time to time, the company will enter into transactions, including transactions in derivative instruments, to 
manage certain of these exposures. 
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173 HK: Any inability to compete successfully in their markets may harm the business. This could be a result of many factors which may include 
geographic mix and introduction of improved products or service offerings by competitors. The results of operations may be materially affected by global 
economic conditions generally, including conditions in financial markets. The company is exposed to market risks, such as changes in interest rates, 
foreign exchange rates and input prices. From time to time, the company will enter into transactions, including transactions in derivative instruments, to 
manage certain of these exposures. 
12 HK: Any inability to compete successfully in their markets may harm the business. This could be a result of many factors which may include 
geographic mix and introduction of improved products or service offerings by competitors. The results of operations may be materially affected by global 
economic conditions generally, including conditions in financial markets. The company is exposed to market risks, such as changes in interest rates, 
foreign exchange rates and input prices. From time to time, the company will enter into transactions, including transactions in derivative instruments, to 
manage certain of these exposures. 
 

Analyst certification:  
We hereby certify that all of the views expressed in this report accurately reflect our personal views about the subject company or companies and its or 
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General disclaimers:   
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Bhd; Macquarie Securities Korea Limited and Macquarie Securities (Thailand) Ltd are not authorized deposit-taking institutions for the purposes of the 
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008 583 542 (MBL) or MGL.  MBL does not guarantee or otherwise provide assurance in respect of the obligations of any of the above mentioned 
entities.  MGL provides a guarantee to the Monetary Authority of Singapore in respect of the obligations and liabilities of Macquarie Capital Securities 
(Singapore) Pte Ltd for up to SGD 35 million.  This research has been prepared for the general use of the wholesale clients of the Macquarie Group and 
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opinions expressed in this research. Macquarie Research produces a variety of research products including, but not limited to, fundamental analysis, 
macro-economic analysis, quantitative analysis, and trade ideas. Recommendations contained in one type of research product may differ from 
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international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of 
the investment. This research is based on information obtained from sources believed to be reliable but we do not make any representation or warranty 
that it is accurate, complete or up to date. We accept no obligation to correct or update the information or opinions in it. Opinions expressed are subject 
to change without notice. No member of the Macquarie Group accepts any liability whatsoever for any direct, indirect, consequential or other loss arising 
from any use of this research and/or further communication in relation to this research.  Clients should contact analysts at, and execute transactions 
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