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Sustainable Growth Prospects, Maintain "Accumulate”
RO KT, R i

[ 2018 underlying net profit beat our expectation by 9.6% given Rating: Accumulate
higher-than-expected gross margin. The Company’s top line increased
sharply by 60.7% YoY to RMB115,798 mn. Underlying net profit increased
43.1% YoY to RMB14,557 mn. WL LES

° The Company’s growth is expected to be sustainable. Contracted sales is
likely to maintain a steady growth rate given saleable resources of RMB350 6-18m TP Hrfi: HK$32.19
bn, mainly in higher-tier cities. Rental income is expected to grow fast. In
addition, the growth of apartment rental business is expected to remain fast.
We expect rental income to increase from RMB4,090 mn in 2018 to
RMB11,947 mn in 2021, or at a CAGR of 42.9% in 2018-2021.
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Share price fIZfh: HK$28.250

L] We expect stable margins and a sustained healthy financial position for Stock performance
e
the Company. A quality land bank, appropriate unit land cost (32.2% of ASP et

in 2018) and low funding costs could result in stable margins of over 32.0%. 400 - % of retum
° The Company will maintain healthy fundamentals alongside decreasing ZEE | W\fﬁ
- operating risk. We think that Longfor deserves a low NAV discount. We revise oo |
it o up our target price from HK$25.71 to HK$32.19, representing a 33% discount 0o MM I .r’lrw
» ) to its 2019E NAV, 7.3x 2019 underlying PER and 2.1x 2019 PBR. We pom b \\)\/ '
?__: maintain "Accumulate". Risk: lower-than-expected contracted sales and pony
B o absent rental income growth. ©oo r
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EQTHER
Property Sector

Year End Turnover Net Profit ERS ERBS PER BPS PBR DPS Yield ROE
G [N &Rk BRI F BRI A S WEE  ERERT DEREiES 531191958 S8 S i TRl E A e
12/31 (RMB m) (RMB m) (RMB) (A %) (x) (RMB) () (RMB) (%) (%)
2017A 72.075 12.599 2.134 36.1 11.0 11.952 2.0 0.481 2.0 19.0
Q 2018A 115,798 16,237 2.726 27.7 9.1 13.712 1.8 0.701 2.8 21.3
g 2019F 171,203 20,432 3.738 37.1 6.4 17.625 1.4 1.057 4.4 23.0
8 2020F 206,989 25,438 4.644 24.2 5.2 20.926 1.1 1.314 55 24.1
72 a 2021F 249,785 30,738 5.251 13.1 4.6 23.354 1.0 1.483 6.2 24.5
i g— Shares in issue (m) &A% (m) 5,949.8 Major shareholder K%< HSBC International Trustee Limited 67.5%
E S o Market cap. (HK$ m) TifE (HK$ m) 168,081.9 Free float (%) H HiJiid Lk % (%) 32.5
(2 3 month average vol. 3 > H 133 32 i 1 ('000) 9,784.6 FY19 Net gearing (%) FY19 i it/ 4 % 4 (%) 35.6
% 52 Weeks high/low (HK$) 52 & =/ (HKS$) 30.400 / 16.080 FY19 Est. NAV (HK$) FY19 &AM GEIT) 48.0
g Source: the Company, Guotai Junan International.
|
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Fundamental bounced back in Mar. 2019. During Jan.-Mar. 2019, YoY increase in commodity house sales increased 2.80 ppts
compared to that during Jan.-Feb. 2019. Investment maintained a strong YoY growth rate. Sources of funds for real estate
development enterprises rebounded to 5.9%. We see a fundamental bounce back alongside some stimulative measures related
to policy and credit environment.

Figure 1: Cumulative House Sales Amount in China Figure 2: Cumulative House Sales GFA in China
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Source: National Bureau of Statistics of China, Guotai Junan International. Source: National Bureau of Statistics of China, Guotai Junan International.

Figure 3: Key Property Development and Sales Data

30.0% 4

15.8%
20.0% - 1.0% 22.5%
7.0% 2%
6.5% 139
10.0% - ° 81% 7.7% o596 " 3.0%
6.9% 7.0%
0.0%
10.0% 15 2016 2017 2018 409 9F
-10.0% - -4.4%
’ 78%  g7%
-20.0% - 3.4%
- 6

-30.0%
-40.0% -

B GFA Newly Started YTD YoY B Land AreaSold YTD YoY Investment YTD YoY GFA Sold of Commodity Houses

Source: National Bureau of Statistics of China, Guotai Junan International.

External environment is likely to ease at a slower rate than our previous expectation due to the rebound in
fundamentals. Targeted policies will be maintained to promote the steady and sound development of the property sector. In Apr.
2019, the National Development and Reform Commission ("NDRC") announced new easing measures in the household register
system, which will accelerate urbanization and lead to population inflow in tier-2 and tier-3 cities. Considering the stable
development of the property sector and recovery in fundamentals, we expect that governments will slow down its steps in
advancing loosening measures in the external environment. However, with downside pressure in the property sector in 2H19, we
expect easing measures to be published by local governments in 2H19. Overall, for the policy and monetary environment, the
key note of healthy property market maintenance will not change.

2018 underlying net profit beat our expectation by 9.6% given higher-than-expected gross margin. Total revenue
increased sharply by 60.7% YoY to RMB115,798 mn. Because of strong rental income growth and GFA delivered with higher
GPM, we see GPM improvement of 0.2 ppt increase. Gross profit amounted to RMB39,529 mn, surging up 61.8% YoY. With
more land appreciation tax paid and higher ratio of minority interests, net profit increased 28.9% YoY to RMB16,237 mn, which
beat our expectation by 5.7%. Underlying net profit increased 43.1% YoY to RMB14,557 mn, also beating our expectation. Net

profit margin fell 1.5 ppts YoY to 12.6%. Net gearing ratio increased by 7.1 ppts YoY on decreasing cash collection. Cash balance
rose by 22.9% YoY to RMB84,596 mn.
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Table 1: Comparison of the Company’s Balance Sheet and Income Statement in 2017 and 2018

RMB mn 2017 2018 Change
Total revenue 72,075 115,798 60.7%
Gross profit 24,436 39,529 61.8%
GPM 33.9% 34.1% 0.2 ppts
Net profit (Inc. after-tax fair value gains on IP) 12,599 16,237 28.9%
Net profit (Ex. after-tax fair value gains on IP) 10,174 14,557 43.1%
NPM (Inc. after-tax fair value gains on IP) 17.5% 14.0% -3.5 ppts
NPM (Ex. after-tax fair value gains on IP) 14.1% 12.6% -1.5 ppts
DPS (RMB cent) 0.481 0.701 45.7%
Underlying EPS (RMB cent) 2.170 2.779 28.0%
Land appreciation tax 4,605 8,625 87.3%
Cash and cash equivalents 86,691 102,442 18.2%
Total assets 362,764 506,884 39.7%
Properties under development 151,421 232,015 53.2%
Total debt 75,426 119,820 58.9%
Shareholders' equity 70,567 81,661 15.7%
ROE 19.0% 21.3% 2.1 ppts
Net gearing ratio 45.8% 52.9% 7.1 ppts

Source: the Company, Guotai Junan International.

Contracted sales is expected to maintain sustainable growth. In 2018, contracted sales reached RMB200.64 billion, up by
28.5% YoY, achieving 100.3% of its 2018 sales target. Sales target and saleable resources for 2019 is expected to reach RMB
220 bn (indicating 10.0% YoY growth) and RMB 350 bn (indicating 62.9% target sale-through rate), respectively. As per the
Company’s plan, saleable resources in tier-1 cities, leading tier-2 cities, other tier-2 cities, satellite cities and tier-3 cities will
account for 22%, 48%, 25%, 4% and 1% of total saleable resources, respectively. Moreover, the company’s future pipeline will
mainly focus on tier-1, tier-2 and satellite cities. With population inflows given the loosening measures related to the household
register system, we expect the sales target to be achievable. During Jan. to Mar. 2018, Longfor Properties recorded RMB44.48
bn in contracted sales, increasing 1.0% YoY. GFA amounted to 2.8 mn sg.m., up 0.6% YoY. The company has achieved 20.22%
of its 2019 annual sales target.

Figure 4: Longfor’s Saleable Sources in 2018 By Region Figure 5:Longfor’s Saleable Sources in 2018 By Type
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Source: the Company. Source: the Company.
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Figure 6: The Company's Contracted Sales
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Source: the Company.

Longfor’s rental income growth will maintain high levels. In 2018, gross rental revenue recorded 42.2% YoY growth with
97.4% occupancy rate. Rental GFA under development amounted to 2.089 mn sg.m. as at 31 Dec. 2018. During 2019-2020,
there will be around 25 malls added to the company's investment property portfolios. With recently opened malls gradually
turning into mature ones and new malls being added to their investment property portfolios, we expect rental income to increase
from RMB4,090 mn in 2018 to RMB11,947 mn in 2021, or at a CAGR of 42.9% in 2018-2021. As a result of the high gross
margins of rental income (amounting to over 64.9% during 2015-2018), the fast growth in rental income will also help to stabilize
Longfor's gross margins.

Apartment rental business will maintain fast growth and is likely to meet breakeven in 2021. As at the end of 2018, the
Company's apartment rental business operated over 53,000 rooms with occupancy rate of approximately 50.1%. As per the
Company's plan, rental income from apartment rental business will reach RMB2.0 bn and meet breakeven in 2020.

Numerous land bank replenishments will support contracted sales growth but the quality has fallen somewhat. In 2018,
the Company acquired 91 new projects with total GFA of 21.9 mn sg.m., up 8.4% YoY. Attributable GFA was 13.72 mn sq.m., up
19.3% YoY. Total consideration amounted to RMB 72.7 bn, down 1.8% YoY. Longfor Properties entered into 11 cities to spread
coverage to 47 cities. In addition, 29 of 91 acquired new projects were through M&As. Average land cost only decreased by
17.8% YoY to 5,297 per sg.m. However, the new cities entered are mainly tier-3 cities, so the quality of land bank decreased
somewhat.

Figure 7: Breakdown of New Land in 2018 By GFA Figure 8: Acquisition Type and Amount
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Source: the Company. Source: the Company.

Proper unit land costs stabilize Longfor’s margins. As at the end of 2018, the Company had a total land bank of 66.36 mn
sg.m., up 21.6% comparing to the end of 2017. Land banks in tier-1 and tier-2 cities accounted for approximately 81% of total
land bank. According to the Company, its unit land cost amounted to RMB5,218 per sq.m., 32.2% of ASP in 2018. We think that
this quality land bank and proper unit land cost could protect the Company's gross margins over the next three years.

17 April 2019
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Figure 9: Breakdown of Total Land Bank By GFA as at end of Figure 10: Breakdown of Total Land Bank By Amount
2018 as at end of 2018
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Source: the Company. Source: the Company.

The Company’s funding costs are expected to slightly decrease and remain at a low level. In 2018, Longfor’s funding
costs increased by 0.05 ppts to 4.55%. However, funding cost of the Company could slightly decrease in 2018 because of easing
monetary policies. As at Dec. 2018, the Company’s net gearing ratio was 52.9%, up by 7.1 ppt from last year. With expected
double-digit growth of contract sales and restrained land acquisition initiatives in 2019, we expect net gearing ratios to gradually
decline. The Company should maintain a healthy financial position.

Figure 11:Longfor's Average Borrowing Cost and Debt Figure 12:Longfor's Debt Structure
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

We revise up underlying profit estimations. We expect that the Company's contracted sales will steadily grow due to sufficient
saleable resources in higher-tier cities and a favorable pipeline. In addition, we expect faster rental income than our previous
expectation. Apartment rental income will be a new growth engine for the Company. We revise up 2019F and 2020F total
revenue by 13.7% and 8.7% to RMB171,203 mn and RMB206,989 mn, respectively. We expect stable gross margin; gross
margin in 2018 was higher than our previous assumption. Therefore we revise up gross margin in 2019F and 2020F by 1.1 ppt
and 1.9 ppt, respectively. We also expect higher land appreciation tax, which partially offsets the gross margin increase in 2019F
and 2020F. Overall, we revise up 2019F and 2020F underlying net profit by 11.0% and 10.0% to RMB18,137 mn and
RMB21,409 mn, respectively. Due to more cash collection from contracted sales and restrained land replenishment initiatives,
net gearing ratios should be lower than our previous assumptions; we revise down net gearing ratio in 2019F and 2020F by 19.4
ppts and 20.4 ppts, respectively.

17 April 2019
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Table 2: Revisions to 2019-2021 Profit Estimations

New estimation Old estimation Change

2019F 2020F 2021F 2019F 2020F 2021F 2019F 2020F 2021F
Total revenue 171,203 206,989 249,785 150,518 190,363 n.a. 13.7% 8.7% n.a.
Gross profit 55,861 67,263 81,596 47,524 58,150 n.a. 17.5% 15.7% n.a.
Operating profit 50,488 63,740 75,824 40,471 50,202 n.a. 24.8% 27.0% n.a.
Net profit 20,432 25,438 30,738 19,033 23,364 n.a. 7.3% 8.9% n.a.
Underlying profit 18,137 21,409 26,319 16,342 19,465 n.a. 11.0% 10.0% n.a.
Gross margin 32.6% 32.5% 32.7% 31.6% 30.5% n.a. 1.1 ppts 1.9 ppts n.a.
Operating profit margin 29.5% 30.8% 30.4% 26.9% 26.4% n.a. 2.6 ppts 4.4 ppts n.a.
Net profit margin 11.9% 12.3% 12.3% 12.6% 12.3% n.a. -0.7 ppts 0.0 ppts n.a.
Underlying net profit margin 10.6% 10.3% 10.5% 10.9% 10.2% n.a. -0.3 ppts 0.1 ppts n.a.
ROE 23.0% 24.1% 24.5% 21.9% 23.2% n.a. 1.0 ppts 0.9 ppts n.a.
ROCE 23.1% 26.3% 27.1% 18.5% 19.4% n.a. 4.6 ppts 6.9 ppts n.a.
ROA 7.9% 8.7% 9.2% 6.4% 6.6% n.a. 1.5 ppts 2.0 ppts n.a.
Net gearing ratio 35.6% 35.8% 30.3% 55.0% 56.2% n.a. -19.4ppts -20.4 ppts n.a.

Source: Guotai Junan International.

Maintain "Buy". With some stimulative measures, the property sector bounced back in Mar. 2019. Longfor's contracted sales
will maintain steady growth. Rental income is likely to accelerate. Apartment rental business is expected to experience fast
growth. Therefore, we expect Longfor to maintain sustainable revenue growth at a fairly fast pace. Despite quality decreasing
somewhat, reasonable proper unit land cost will drive stability for Longfor's margins. The Company will retain their healthy
financial position. The Company will maintain its healthy fundamentals alongside decreasing operating risk. Therefore, we think
that the positive factors justify a low NAV discount. As we revise up underlying net profit, we revise up our target price from
HK$25.71 to HK$32.19, representing a 33% discount to its 2019E NAV, 7.3x 2019 underlying PER and 2.1x 2019 PBR.
Therefore, we maintain "Buy". Risk factors include lower-than-expected contracted sales and absent strong rental income
growth.

Table 3: Breakdown of the Company’s 2019 NAV

NAV/share
(RMB m) (HK$ m) (HK$) % of NAV % of GAV

Development property 243,133 286,039 48.03 100.0% 80.6%
Investment property 58,435 68,747 11.54 24.0% 19.4%
Gross asset value 301,569 354,787 59.57 124.0% 100.0%
(Net debt)/Net cash -58,353 -68,651 (11.53) -24.0%
NAV 243,215 286,136 48.04 100.0%
NAV/Share 40.84 48.04

Source: the Company, Guotai Junan International.

Figure 13: Longfor Properties 3-Year Historical P/B Figure 14: Longfor Properties 3-Year Historical P/E
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Table 4: Peers Comparison

Company Stock Code Mkt Cap (HK$ m) Last Price HK$ PE PB DIY% ROE  EV/EBITDA
2019F 2020F 2021F 2019F 2020F 2021F 2018F 2018F 2018F

HK listed large developers with major revenue from mainland

China Overseas Land & 00688 HK 29.750 72 6.1 55 1.0 0.9 0.8 37 15.1 3.7

()]
China Evergrande 03333 HK 25.600 55 51 45 1.7 14 1.1 9.2 348 9.2 §
China Resources Land 01109 HK 34.250 84 73 6.3 1.3 12 1.0 47 16.6 47 i=
Country Garden 02007 HK 13.160 5.8 5.0 45 16 1.3 1.0 54 299 54 <%
Longfor Group Holdings 00960 HK 28.850 838 73 6.2 16 14 12 49 19.0 49 :
China Vanke Co Ltd-H 02202 HK 33.250 76 6.8 59 1.7 14 12 45 233 45
Sunac China Holdings 01918 HK 43.200 6.7 54 43 2.1 15 12 32 331 32
Agile Group Holdings 03383 HK 12.720 52 46 42 0.9 038 0.7 8.6 16.9 8.6
Shimao Property 00813 HK 25.600 6.4 53 44 1.0 09 0.8 6.2 17.0 6.2
Guangzhou R&F 02777 HK 17.020 37 31 2.7 0.6 05 0.5 10.9 175 10.9
Bbmg Corp-H 02009 HK 3.000 6.3 59 6.2 0.5 04 04 29 8.2 29
Sino-Ocean Group 03377 HK 3.830 6.2 48 45 0.5 04 0.4 7.0 76 70
China Jinmao Holdings 00817 HK 5.580 82 6.4 5.1 1.3 11 1.0 49 15.6 49
Hopson Development 00754 HK 9.250 10.1 9.2 na. na. na. na. 29 na. 29
Zhenro Properties 06158 HK 5.350 59 42 34 1.1 09 0.8 na. 17.9 na.
Kwg Group Holdings Ltd 01813 HK 9.560 5.0 4.1 33 0.8 0.7 0.6 74 16.1 74
Yuexiu Property Co Ltd 00123 HK 1.940 72 6.5 6.6 0.6 0.6 05 55 79 55
Shenzhen Investment 00604 HK 3210 75 6.9 6.4 0.6 0.6 0.5 55 78 55
Ronshine China 03301 HK 11.820 40 32 28 0.9 0.7 0.6 52 270 52
Yuzhou Properties Co 01628 HK 4560 40 33 29 038 0.7 0.6 84 215 84
Greentown China 03900 HK 7.880 5.5 53 47 0.5 04 04 39 74 39
China Aoyuan Group 03883 HK 9.680 59 4.1 3.1 1.7 14 1.2 6.8 284 6.8
Soho China Ltd 00410 HK 3.000 244 218 18.7 0.4 04 0.4 32 14 32
Median 6.3 53 45 1.0 0.8 0.7 53 17.0 53
Simple Average 72 6.2 53 1.0 09 0.8 57 17.7 57
Weighted Average 6.9 6.0 52 14 12 1.0 54 225 54
HK listed mid Il developers with major from 2
China Overseas Grand 00081 HK 4430 54 42 33 0.7 0.6 0.5 4.1 13.0 4.1 g
Poly Property Group Co 00119 HK 3.530 44 4.0 3.0 04 04 0.3 6.5 100 6.5 S
Shanghai Industrial 00563 HK 1.710 na. na. na. na. na. na. na. na. na. 8/
Modern Land China Co 01107 HK 1.430 35 3.0 4.1 0.6 05 0.5 78 14.8 78 =
Powerlong Real Estate 01238 HK 4,050 35 29 0.1 0.4 04 0.4 95 13.1 9.5 )
C C Land Holdings Ltd 01224 HK 1.800 na. na. na. na. na. na. na. na. na. %3
Fantasia Holdings 01777 HK 1.620 6.6 55 na. 0.6 05 na. 47 6.8 47 a
Yuexiu Real Estate 00405 HK 5.300 18.5 18.1 na. 1.0 1.0 12 6.4 8.1 6.4 5
Central China Real 00832 HK 4.070 6.3 43 40 0.9 0.8 0.8 55 15.2 55 LB
China Sce Group 01966 HK 3.830 40 3.1 28 0.7 0.6 0.6 79 19.6 79 %
Top Spring International 03688 HK 2.290 na. na. na. na. na. na. na. na. na. §
Beijing Capital Land 02868 HK 3.200 na. na. na. na. na. na. 77 na. 7.7
Zhong An Real Estate 00672 HK 0.305 na. na. na. na. na. na. na. na. na.
Beijing North Star Co 00588 HK 2.890 na. na. na. na. na. na. na. na. na.
China South City 01668 HK 1.280 3.1 25 2.1 0.3 03 0.2 56 72 56
Shui On Land Ltd 00272 HK 1.980 72 6.3 18.8 0.3 0.3 0.3 55 42 55
Glorious Property 00845 HK 0.385 na. na. na. na. na. na. na. na. na.
Median 49 4.1 32 0.6 05 0.5 6.4 15 6.4
Simple Average 6.2 54 48 0.6 05 0.5 6.5 1.2 6.5
Weighted Average 6.7 59 5.1 0.6 05 0.6 6.5 1.1 6.5

Source: the Company, Guotai Junan International.
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Financial Statements and Ratios

Income Statement Balance Sheet

Year end 31 Dec (RMB m) 2017A 2018A 2019F 2020F 2021F Year end 31 Dec (RMB m) 2017A 2018A 2019F 2020F 2021F

Total Revenue 72,075 115,798 171,203 206,989 249,785 Property and equipment 863 3,366 5,049 6,058 7,270

- Sales of properties 67,462 108,719 161,205 193,164 231,120 Prepaid lease payments 37,139 16,519 20,506 21,319 22,157 g

- Property management 2,019 2,989 3,945 5,168 6,718 Investment properties 68,095 84,410 104,656 153,420 193,914 ;

- Property investment 2,593 4,090 6,054 8,657 11,947 Other Non-current Assets 22,999 30,561 39,446 44,435 49,665 é(l

Cost of sales (47.639) (76.270)  (115342)  (139727)  (168,189) Total Non-current Assets 129,096 134,855 169,657 225,233 273,005 =

Gross Profit 24,436 39,529 55,861 67,263 81,596 Cash & Cash Equivalents 26,642 45,083 83,318 86,691 102,442

- Change in Fair Value of IPs 4,923 4,702 5,831 10,280 11,075 Properties for Sale 151,421 232,015 264,413 286,645 296,010

-SG&A (5,064) (8,590) (12,827) (15,353) (18,342) Trade and Other Receivables 14,184 22,573 32,357 38,338 45,339

- Other Gains, Net 436 1,274 1,622 1,550 1,495 Other Current Assets 41,421 72,358 88,772 99,415 110,987

Operating Profit 24,731 36,914 50,488 63,740 75,824 Total Current Assets 233,668 372,029 468,860 511,089 554,778

- Finance income/(costs), net (45) (75) (81) (91) (100) Total Assets 362,764 506,884 638,516 736,321 827,784

- Others 1,868 643 72 888 1,021

Profit before Tax 26,554 37,483 51,178 64,537 76,745 Accounts payable 125,430 175,674 238,472 278,121 306,297

Income Tax (10,075) (16,592) (22,401) (28,196) (33452) Short-term borrowings 3611 11,743 12,917 14,209 15,630

Profit after Tax 16,478 20,891 28,778 36,340 43,293 Other current liabilities 48,453 62,427 75,116 84,629 93,104

Non-controlling Interest (3,880) (4,654) (8,346) (10,902) (12,555) Total Current Liabilities 177,494 249,844 326,506 376,958 415,031

Shareholders' Profit/ Loss 12,599 16,237 20,432 25,438 30,738 Long-term borrowings 65,528 99,456 119,347 131,282 144,410

Adjusted net profit 10,174 14,557 18,137 21,409 26,319 Other long-term liabilities 13,563 16,766 28,819 35,056 40,676

Basic EPS 2134 2726 3738 4644 5.251 Total Non-current Liabilties 79,091 116,222 148,166 166,338 185,087

Underlying EPS (RMB) 1.723 2444 3318 3.909 4496 Total Liabilities 256,585 366,066 474,672 543,297 600,118

Cash Flow Statement Total Shareholders' Equity 70,567 81,661 96,342 114,620 136,706

Year end 31 Dec (RMB m) 2017A 2018A 2019F 2020F 2021F Minority Interest 35,612 59,157 67,502 78,404 90,960

Operating activities Total Equity 106,179 140,818 163,845 193,024 227,666

Profit Before Taxation 26,554 37,483 51,178 64,537 76,745

Finance Costs 45 75 81 91 100 Financial Ratios

D&A 2 0 0 0 0 2017A 2018A 2019F 2020F 2021F <

Changes in Fair Value of IPs (4,420) (4702) (5.831) (10,280) (11,075) Revenue Growth (%) 315 60.7 478 209 20.7 g

Interest income (315) (703) (719) (736) (754) Gross Profit Growth (%) 53.3 61.8 413 204 213 §

Others (2,336) (643) (772) (888) (1,021) Reported Net Profit Growth (%) 376 289 2538 245 208 e

Changes in Working Capital: 58,938 (38,320) 9,097 8,774 8,785 Underlying EPS Growth (%) 232 418 35.7 178 15.0 i

Net Cash from Operations 78,494 (6,811) 53,034 61,497 72,780 j::.

Income Taxes Paid (7,147) (10,333) (7,983) (20,554) (27,527) Gross Margin (%) 339 341 326 325 327 R

Cash from Operating Activities 71,347 (17,144) 45,050 40,943 45253 Operating Profit Margin (%) 343 319 295 308 304 g

Investing activities Adjusted Net Margin (%) 141 126 10.6 10.3 10.5 6

Additions to IPs (4,167) (11,613) (14,416) (38,484) (29,419) ROE (%) 19.0 213 230 241 245 g

Payment for land use right (80,928) (4471) (2,159) (229) (229) ROCE (%) 183 19.9 231 263 271 §

Purchases of PPE (190) (2,503) (1,683) (1,010) (1,212) ROA (%) 68 73 79 87 92

Other investing cash flow (25,620) (5,501) (2,816) (1,870) (2,232)

Cash from Investing Activities (110,904) (24,088) (21,073) (41,592) (33,091) Net Gearing Ratio 458 529 356 358 303

Financing activities Debt to Equity Ratio 106.9 146.7 147.2 136.1 1255

Debt raised/(repaid) 17,565 42416 22,014 14,183 15,602

Dividends paid (2,739) (4,098) (5,751) (7,161) (8,652) Underlying P/E () 136 10.2 72 6.1 53

Interests paid (3,110) (4,898) (5,352) (5,947) (6,541) P/E (Basic) (x) 10.8 89 6.4 51 46

Other financing cash flow 37,226 26,252 3,347 2,946 3,181 P/E (Diluted) (x) 11.0 9.1 6.4 52 46

Cash from Financing Activities 48,941 59,672 14,257 4,022 3,589 P/B (x) 20 18 14 11 1.0

Net Changes in Cash 9,384 18,441 38,235 3,373 15,751 Dividend Yield (%) 20 28 44 55 6.2

Cash at Beg of Year 17,258 26,642 45,083 83,318 86,691

Exchange Losses 0 0 0 0 0

Cash at End of Year 26,642 45,083 83,318 86,691 102,442

Source: the Company, Guotai Junan International.
a
[0]
x
g
Q
€
@]
O
See the last page for disclaimer Page 8 of 9 l



O ERERIES

GUOTAI JUNAN SECURITIES Longfor Group (00960 HK)

Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

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

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

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

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

Sell S 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 B o T Relative Performance>5%;

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

or the fundamental outlook of the sector is neutral.
Underperform MR 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 KAISA GROUP (01638 HK),GUOTAI JUNAN | (01788 HK),CHINA MINSHENG BANKING CORP.- H SHARES (01988
HK),BANK OF GANSU (02139 HK),BINHAI INVESTMENT (02886 HK),VALUE A SHARE (03095 HK),CAM SCSMALLCAP (03157
HK),HAITIANTIAN (08227 HK),CSOP MSCI-R (CNY) (83149 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 in respect of the issuer mentioned in this Research
Report.

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

© 2019 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.
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