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Short-term gain? Long-term pain 
Figure 1: Primary market’s falling share exacerbates housing over-supply 
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■ Homebuyer sentiment should remain weak amid economic 
uncertainties. Due to the reasons below, we believe the current “fine-
tuning” policy may only prolong the sector’s down cycle, even though a rally 
within the next three months is possible. We believe only a significantly 
worsened economy can trigger a direct loosening on the China property 
sector; therefore, any boost to homebuyer confidence would be limited. For 
now, we expect potential credit easing to reduce developers’ bankruptcy 
risks, but cash flow pressure should remain. 

■ Consensus severely underestimates future housing supply. Many 
popular supply/demand models implicitly assume homebuyers will never sell 
vacant units. Ministry of Housing data indicates that developers’ existing 
land banks can produce almost 100 mn new housing units. Our calculation 
shows that some potential resale of vacant units plus developers’ existing 
land banks should already be enough to satisfy 10 to 20 years’ housing 
demand. 

■ 2012 assumptions and stock calls. We expect China’s housing prices to 
fall by 20% from the peak in mid-2011 to the end of 2012E, with no 
significant boost in transaction volume. Therefore, we revise the earnings 
estimates and target prices of our coverage universe. Maintain 
UNDERWEIGHT on China Property Sector. If credit easing continues, we 
expects stocks with deep discount NAV partially due to bankruptcy concerns, 
such as Evergrande, KWG and Glorious, to rebound more than peers.  
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Focus chart and tables 
Figure 2: Responses to property price expectations 
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Figure 3: How many years of demand can be satisfied by the current available supply 
Resale ratio Annual demand Total supply years of demand can be satisfied 

10%          11.61        109.28                 9 

20%          11.61        120.50               10 

30%          11.61        133.27               11 

40%          11.61        147.95               13 

50%          11.61        164.98               14 

60%          11.61        185.00               16 

70%          11.61        208.84               18 

80%          11.61        237.75               20 

Source: Company data, Credit Suisse estimates 

Figure 4: Credit Suisse China property valuation summary (as of 5 Dec) 
RIC Name Rating Share 

price 
Target 

price 
+/- Mkt cap 

 
12 mth 

NAV 
(Disc)/p

rem. 
P/E Div. yld 

(%) 
P/B Net gearing 

   (HK$) (HK$) (%) (US$ bn) (HK$/shr)  (%) FY10 FY11E FY12E FY10A FY10A FY11E (%) 

3383.HK Agile N 6.92 7.10 3 3.1 12.9       (46) 5.6 4.7 4.8 5.8    1.10       66 

000002.SZ Vanke – A (Rmb) O 7.29 10.00 37 11.1 11.1       (34) 11.9 8.7 7.8 1.5    1.81       15 

0688.HK COLI  U 14.92 11.20 -25 15.7 13.2         13 13.2 10.4 10.1 2.1    2.23       34 

1109.HK CR Land N 12.72 12.30 -3 9.5 17.6       (28) 15.0 13.9 13.5 2.9    1.49       63 

3333.HK Evergrande O 3.49 5.10 46 6.7 7.3       (52) 9.0 5.0 4.9 4.2    2.17       43 

0845.HK Glorious O 1.34 2.05 53 1.3 3.7       (64) 6.8 3.8 3.2 0.0    0.60       71 

3900.HK Greentown U 3.75 3.60 -4 0.8 12.0       (69) 3.4 2.7 1.9 9.5    0.51     189 

2777.HK GZ R&F N 6.93 7.20 4 2.9 13.1       (47) 5.2 4.2 4.3 8.5    0.96       98 

1638.HK Kaisa N 1.52 1.90 25 1.0 3.5       (56) 4.5 4.6 4.3 2.2    0.64       76 

1813.HK KWG N 3.09 3.20 4 1.2 5.8       (47) 6.1 4.1 3.9 4.2    0.66       67 

0119.HK Poly (HK) N 3.57 4.20 18 1.7 7.6       (53) 9.7 7.9 6.3 5.1    0.59     107 

3377.HK Sino Ocean  N 3.30 3.50 6 2.4 6.4       (48) 9.5 6.4 6.4 4.6    0.63       45 

0813.HK Shimao N 6.95 8.50 22 3.1 15.5       (55) 5.9 4.9 4.8 5.9    0.78       72 

Source: FactSet, Credit Suisse estimates 
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Short-term gain? Long-term pain 
Due to the reasons below, we believe the current policy “fine tuning” may only prolong the 
sector’s down cycle, even though a rally within the next three months is possible. 

Homebuyer sentiment to remain weak amid 
economic uncertainties 
We believe only a significantly worsened economy can trigger a direct loosening in the 
China property sector; therefore, any boost to homebuyer confidence would be limited. We 
also expect potential loosening, if any, to start with lowered first-home mortgage premiums 
over basis rates, the impact of which should also be limited. 

Credit Suisse Chinese Whispers Survey shows home buyers’ sentiment kept weakening 
during the past few months. Without a direct boost to home buyers’ sentiment, we expect 
developers’ contracted sales to stay weak. 

Consensus severely underestimates future housing 
supply 
Investor feedback shows that a lot of housing supply/demand analysis has ignored the 
increasing trend in secondary housing market share, thereby underestimating the total 
housing supply and over-estimating the mid- to long-term demand for primary housing in 
China. 

Ministry of Housing data indicates that up to November 2011, developers’ total land banks 
can produce almost 100 mn new housing units. Even if annual primary housing sales 
continue at a historical high of ~9 mn units, developers’ existing land banks can already 
satisfy ten years’ demand.  

Many popular supply/demand models implicitly assume homebuyers will never sell vacant 
units. Our calculation shows that some potential resale of vacant units plus developers’ 
existing land banks should already be enough to satisfy 10 to 20 years’ housing demand. 

 

Margin downside is more significant than consensus  
Our case study on a developer shows that on a cash basis, a 10% ASP decline is 
expected to lead to a 28% profit decline, while a 15% ASP decline should lead to a 42% 
profit decline. Therefore, current consensus margin and NAV estimates are too high, in our 
view. 

2012 assumptions and stock calls 
We expect China’s housing prices to fall another 10% YoY in 2012E, after a 10% fall in 
2011E, with no significant boost in transaction volume. Therefore, we revise the earnings 
estimates and target prices of our coverage universe. Maintain UNDERWEIGHT on the 
China Property Sector. 

If credit easing continues, we expects stocks with deep discount NAV partially due to 
bankruptcy concerns, such as Evergrande, KWG and Glorious, to rebound more than 
peers.  

 

 

Homebuyer sentiment to 
remain weak amid economic 
uncertainties 

Even if annual primary 
housing sales continue at a 
historical high of ~9 mn 
units, developers’ existing 
land banks can already 
satisfy ten years’ demand.  

Some potential resale of 
vacant units plus 
developers’ existing land 
banks should already be 
enough to satisfy 10 to 20 
years’ housing demand. 

We expect China’s housing 
prices to fall another 10% 
YoY in 2012E, after a 10% 
fall in 2011E, with no 
significant boost in 
transaction volume. 
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Home buyers’ sentiment to remain 
weak  
We believe only a significantly worsened economy can trigger a direct loosening on China 
property sector; therefore, any boost to homebuyer confidence would be limited. We also 
expect potential loosening, if any, to start with lowered first-home mortgage premiums over 
basis rates, the impact of which should also be limited.   

Figure 5: RRR changes versus home mortgage rates 
Effective date Large financial 

institutions' RRR 
Small to medium financial 

institution 
First-home mortgage's 
maximum premium to 

basis rate 
12/5/2011 21.0% 17.5% 20% 

6/20/2011 21.5% 18.0% 20% 

5/18/2011 21.0% 17.5% 20% 

4/21/2011 20.5% 17.0% 20% 

3/25/2011 20.0% 16.5% 10% 

2/24/2011 19.5% 16.0% 10% 

1/20/2011 19.0% 15.5% 0% 

Source: Company data 

Credit Suisse Chinese Whispers Survey shows that home buyers’ sentiment keeps 
weakening during the past few months. Without a direct boost to home buyers’ sentiment, 
we expect developers’ contracted sales to stay weak. 

Figure 6: At what level of price fall do they consider 

buying an additional property? 

 Figure 7: Responses to property price expectations 
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Source: Credit Suisse Chinese Whispers Survey  Source: Credit Suisse Chinese Whispers Survey 

Figure 8: Responses to property prices—breakdown of 

the sample, by age 

 Figure 9: Responses to property prices—breakdown of 

the sample, by city tier 
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Source: Credit Suisse Chinese Whispers Survey  Source: Credit Suisse Chinese Whispers Survey 

Credit Suisse Chinese 
Whispers Survey shows that 
home buyers’ sentiment 
keeps weakening during the 
past few months.  
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Consensus underestimates future 
housing supply 
Investor feedback shows that a lot of housing supply/demand analysis has ignored the 
increasing trend in secondary housing market share—and therefore underestimated the 
total housing supply and overestimated the mid- to long-term demand for primary housing 
in China. 

Ministry of Housing data implies that up to November 2011, developers’ total land banks 
can produce almost 100 mn new housing units. If the annual primary housing sales can 
continue to be at the historical high of ~9 mn units, developers’ existing land banks can 
already satisfy ten years’ demand.  

Many popular supply/demand models implicitly assume homebuyers will never sell vacant 
units. Our calculation shows that some potential re-sales of vacant units plus developers’ 
existing land banks should already be enough to satisfy 10 to 20 years’ housing demand. 

Since our view is housing over-supply, so our principle of estimation is to being 
conservative in estimating supply, and aggressive in estimating demand  

Current urban residential housing stock: 14.5 bn sq 
m, 186 mn units 
14.5 bn sq m urban residential GFA 

Many people calculate the total urban residential GFA by using per-capita urban 
residential GFA (reported by the MOHURD-Ministry of Housing and Urban Rural 
Development ) multiplied by the urban population, thus over-estimate the existing housing 
stock. The correct method is to use the non-agricultural population (people that hold urban 
hukou and totalling 459 mn as of 2010) instead of urban population (people that reside in 
the urban areas totalling 670 mn as of 2010). Based on this calculation, the total current 
urban residential housing stock is around 14.5 bn sq m as of 2010.  

We compare our estimates with the actual numbers reported by MOHURD from 2002-05 
(no longer reported since 2006) and find the difference is very small, as shown in the table 
below. Therefore, we believe our estimate of 14.5 bn sq m current urban residential 
housing stock is relatively accurate.  

Figure 10: Calculating the total urban residential GFA 
   2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Actual  Per capita urban residential GFA   sq m  20.3 20.8 22.8 23.7 25.0 26.1 27.1 28.0 28.3 30.0 31.6 

Actual  Non-agricultural population   mn  305 332 349 374 391 409 421 431 440 450 459 

Estimate Total urban residential GFA   mn sq m  6,178 6,906 7,962 8,870 9,785 10,674 11,401 12,061 12,444 13,509 14,514 

Actual  Total urban residential GFA   mn sq m    8,185 8,911 9,616 10,769      

CHECK  Total urban residential GFA   %   -2.7 0.5 1.8 -0.9      

Source: NBS, CEIC, MOHURD, Credit Suisse estimates 

186 mn units of urban residential houses as of 2010 

To calculate the current total number of urban residential houses, we first calculate the 
number of residential houses in 2005 using data provided by MOHURD (no longer 
reported since 2006), then we add the newly-increased houses from 2006 to 2010 to get 
the current total number of urban residential houses.  

 

Even if annual primary 
housing sales continue at a 
historical high of ~9mn 
units, developers’ existing 
land banks can already 
satisfy ten years’ demand.  

Some potential resale of 
vacant units plus 
developers’ existing land 
banks should already be 
enough to satisfy 10 to 20  
years’ housing demand. 

The total current urban 
residential housing stock is 
around 14.5 bn sq m as of 
2010. 
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Figure 11: 152 mn urban residential houses as of 2005 
     2003 2004 2005 

Actual  Total urban residential GFA   mn sq m   8,911 9,616 10,769 

Actual  Average GFA per household  sq m  77 79 83 

Estimate  No. of non-agricultural households   mn  115 121 129 

Actual  Average No. of packaged urban residential houses per household   units 0.83 0.84 0.85 

Estimate  No. of packaged urban residential houses   Mn  96 102 110 

Actual  Urban residential package rate   %  79 82 81 

Estimate  Packaged urban residential GFA   mn sq m  7,040 7,927 8,684 

Estimate  Un-packaged urban residential GFA   mn sq m  1,871 1,689 2,085 

Assumption  Average GFA per un-packaged residential house   sq m    50 

Estimate  No. of un-packaged urban residential houses  mn units    42 

Estimate  No. of urban residential houses as of 2005  mn units    151.7 
* Packaged house has its own bathroom and kitchen, etc., while an unpackaged one usually shares the bathroom and kitchen on the same floor  
Source: NBS, CEIC, MOHURD, Credit Suisse estimates 

 

We take 2005 as an example to explain our calculation in the table above: 

110 mn packaged urban residential houses as of 2005 

Formulas used are: 

(a) No. of non-agricultural households (129 mn)=Total urban residential GFA (10,769 mn 
sq m)/ Average GFA per household (83 sq m) 

(b) No. of packaged urban residential houses (110 mn)=No. of non-agricultural households 
(129 mn)* Average No. of packaged urban residential houses per household (0.85) 

42 mn unpackaged urban residential houses as of 2005 

Formulas used are: 

(c) Packaged urban residential GFA (8,684 mn sq m)=Total urban residential GFA (10,769 
mn sq m) * Urban residential package rate (81%) 

(d) Un-packaged urban residential GFA (2,085 mn sq m)=Total urban residential GFA 
(10,769 mn sq m) -Packaged urban residential GFA (8,684 mn sq m) 

(e) No. of un-packaged urban residential houses (42 mn)= Un-packaged urban residential 
GFA (2,085 mn sq m)/ Average GFA per un-packaged residential house (50 sq m) 

152 mn urban residential houses as of 2005 

The formula used is: 

(f) No. of urban residential houses (152 mn)= No. of packaged urban residential houses 
(110 mn)+No. of un-packaged urban residential houses (42 mn) 

186 mn urban residential houses as of 2010 

Figure 12: 186 mn urban residential houses as of 2010 
     2005 2006 2007 2008 2009 2010 

 Estimate  Total urban residential GFA   mn sq m  10,769 11,401 12,061 12,444 13,509 14,514 

 Estimate   Net increased residential GFA   mn sq m   632 660 382 1,065 1,005 

 CEIC*   Average size of newly built/net-increased urban houses   sq m/unit  114 113 110 107 102 

 Estimate  No. of net-increased houses each year  mn    6 6 3 10 10 

 Estimate  Newly added no. of houses from 2006-10  mn       34.7 

 Estimate  No. of urban residential houses as of 2005  mn      151.7 

 Estimate  No. of urban residential houses as of 2010  mn       186.4 
Note: Depreciation is already considered as we use net-increased residential GFA.  
* Use the sample survey results as rough estimation 
Source: NBS, CEIC, MOHURD, Credit Suisse estimates 

 

The total current urban 
residential housing stock is 
around 186 mn units as of 
2010. 
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As shown in the table above: adding up the housing stock of 151.7 mn units as of 2005 
and the newly increased houses from 2006-10 of 34.7 mn units, the housing stock as of 
2010 was 186 mn. Please note that depreciation is already considered as we use net-
increased residential GFA. 

49% of current urban houses were newly built after 1995 

There were 92 mn houses newly built from 1995-2010, which is 49% of the current 
housing stock of 186 mn units.  

Figure 13: 92 mn houses newly built from 1995-2010 
     1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

 Actual  Newly built urban residential GFA   mn sq m  375 395 406 476 559 549 575 598 550 569 661 630 688 760 821 897 

 CEIC* Average size of newly built / net-
increased urban houses  

 sq m  91** 91** 91** 91** 91 96 102 108 112 105 119 114 113 110 107 102 

 Estimate No. of newly built urban houses   mn  4 4 4 5 6 6 6 6 5 5 6 6 6 7 8 9 

* Use the sample survey results as rough estimation. ** Assume equals to 1999 level 
Source: NBS, CEIC, MOHURD, Credit Suisse estimates 
 

Future demand: 11.61 mn units per annum 
Please note this demand is not just for brand new housing units, but also includes the 
secondary market.  

First homebuyer demand—4.95 mn units per annum 

Demand from existing households who do not own houses yet 

As at end 2010, there were 233 mn urban households and 159 mn non-agricultural 
households. Therefore, we estimate there were around 73 mn migrant households.  

For non-agricultural households, 89.3% already owned houses according to the MOHURD, 
leaving 17 mn households without houses. For migrant households, we assume 10% 
already own houses in urban areas, leaving 66 mn households without houses. Therefore, 
the total number of households without houses was 83 mn as of 2010.  

Demand from new urban households from population growth and ongoing urbanisation 

We assume: 

The national total population grows at a decreasing growth rate.  

The urbanisation rate grows by 0.8% per annum.  

China’s urban household size decreases by 0.02 people per year. 

First homebuyer demand—
4.95 mn units per annum 
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Figure 14: New urban households from population growth and ongoing urbanisation 
 Total Growth Urban Urbanisation Average No. of urban  Net increase in 

 population rate population rate household size households urban households 

 (mn) (%) (mn) (%) (people) (mn)  (mn) 

1995 1,211  352 29 3.23 109  

1996 1,224 1.05 373 30 3.20 117             8 

1997 1,236 1.01 394 32 3.19 124             7 

1998 1,248 0.92 416 33 3.16 132             8 

1999 1,258 0.82 437 35 3.14 139             8 

2000 1,267 0.76 459 36 3.13 147             7 

2001 1,276 0.70 481 38 3.10 155             8 

2002 1,285 0.65 502 39 3.04 165           10 

2003 1,292 0.60 524 41 3.01 174             9 

2004 1,300 0.59 543 42 2.98 182             8 

2005 1,308 0.59 562 43 2.96 190             8 

2006 1,314 0.53 583 44 2.95 198             8 

2007 1,321 0.52 606 46 2.91 208           11 

2008 1,328 0.51 624 47 2.91 214             6 

2009 1,335 0.49 645 48 2.89 223             9 

2010 1,341 0.48 670 50 2.88 233             9 

2011E 1,347 0.47 684 51 2.86 239             6 

2012E 1,353 0.46 698 52 2.84 246             7 

2013E 1,360 0.45 712 52 2.82 252             7 

2014E 1,365 0.44 726 53 2.80 259             7 

2015E 1,371 0.43 740 54 2.78 266             7 

2016E 1,377 0.42 754 55 2.76 273             7 

2017E 1,383 0.41 768 56 2.74 280             7 

2018E 1,388 0.40 782 56 2.72 288             7 

2019E 1,394 0.39 797 57 2.70 295             7 

2020E 1,399 0.38 811 58 2.68 303             8 

Source: NBS, CEIC, MOHURD, Credit Suisse estimates 

As shown in the table above, on average, there will be around 7 mn urban households net- 
increase per annum in future years.  

4.95 mn units demand from first home buyers 

Assume each year, 5% of urban households without a house will buy one, the average 
annual demand would be 4.95 mn units, as shown in the table below.  

Figure 15: First home buyers - 4.95 mn units per annum 
  2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E Average 

 Year beginning urban households without house   mn  83 85 87 89 91 93 95 97 99 101  

 New urban households   mn  6 7 7 7 7 7 7 7 7 8  

 % to buy house   %  5 5 5 5 5 5 5 5 5 5  

 House demand   mn  4.47 4.57 4.68 4.79 4.90 5.00 5.11 5.22 5.33 5.44 4.95 

 Year end urban households without house   mn  85 87 89 91 93 95 97 99 101 103  

Source: NBS, CEIC, MOHURD, Credit Suisse estimates 

Please note that, in the past ten years, “urbanisation” in many cities was merely redefining 
“rural” areas as “urban” areas, and the redefined “urban” population may already own 
houses thus do not generate new housing demand. Taken this into consideration, the 
future demand number should be smaller than our estimation above. We will explain more 
details in next section.  
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Upgrade demand—4.95 mn units per annum 

Since home buyers upgrade for varies reasons, we simplify the calculation by the following 
two approaches: 

1) Historical evidence shows that upgrade purchases, though volatile, have been less 
important a driver for demand than for first-time home purchases. To avoid under-
estimating demand, one approach is to assume annual upgrade demand equals to first-
time home buyer demand, which means annual upgrade demand is 4.95 mn units. 

2) The group of people that needs upgrade the most is the ones still living in housing units 
built prior to 1995 (94 mn households=186 mn households-92 mn households). However, 
those housing units are also most likely to become resettlement projects -- that is, the 
existing owners should be offered a new house at least, and therefore does not need to 
buy from developers. To simplify the calculation, we still use this group of people's 
upgrade as a proxy to calculate annual upgrade demand. This is with the understanding 
that, by overestimating this type of upgrade, the amount of upgrades from people living in 
housing units built after 1995 can be more or less taken into consideration as well. Using 
this approach, annual upgrade demand is 4.71 mn units (assume each year 5% of the 94 
mn households buy new houses). 

Again, base on our principle of being conservative in estimating supply, and aggressive in 
estimating demand, we choose to use the higher number for the upgrade demand -- from 
the first approach. 

Investment demand—1.71 mn units per annum 

Based on historical data from China’s property sector demand breakdown, we assume 
15% of the housing demand comes from investors, with the annual investment demand 
being 1.71 mn units.  

Figure 16: China property demand breakdown 
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Source: Company data  

Total urban housing demand—11.61 mn units per annum 

Adding up first homebuyer demand, upgrade demand and investment demand, total urban 
housing demand is around 11.61 mn units per annum.  

Upgrade demand—4.95 mn 
units per annum 

Investment demand—1.71 
mn units per annum 

Total urban housing 
demand—11.61 mn units 
per annum 
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Future supply 
Future housing supply (excluding future land sales and future social housing) 

MOHURD reported on 17 November 2011 that total site area of un-developed residential 
land totalled 1.65 bn sq m, and total site area of under construction residential land totalled 
3.35 bn sq m. Assuming a plot ratio of 2.2 (historical average), we derive the current total 
residential GFA un-developed as 3.63 bn sq m, and the total residential GFA under 
construction as 7.37 bn sq m.  

Then we deduct the sales from 2009 till now to reflect the current unsold /undeveloped 
floor space, which is 8,941 mn sq m (almost 100 mn units if assuming 90 sq m/unit). Even 
if annual primary housing sales continue at a historical high of ~9 mn units, developers’ 
existing land banks can already satisfy ten years’ demand. 

Figure 17: Future primary housing supply from the existing land bank 
  2009 2010 2011 

Undeveloped residential land (site area) Hectares          165,000 

Residential land under construction (site area) Hectares          355,000 

Plot ratio                   2.2 

Residential land undeveloped or under construction (GFA) mn sq m            11,440 

     

GFA sold mn sq m             862               931               707 

Current unsold / undeveloped GFA mn sq m              8,941 

Average house size sq m/unit                   90 

Primary supply mn units                   99 
Note: need to do reiteration based on the formulas shown in the table above. 
Source: NBS, CEIC, MOHURD, Credit Suisse estimates 

 

Now we include the effect from potential resale of vacant units 

Figure 18: Future housing supply - from existing land bank and potential resale 
   

Primary supply mn units                 99 

   

Current extra houses mn units                 37 

Resale ratio % x 

Secondary supply from current extra houses mn units 37x 

   

Future upgraded / invested houses mn units 4.95+1.71=6.66 

Secondary supply from future upgraded / invested houses mn units 6.66xy 

   

Total supply (primary+secondary) mn units z=99+37x+6.66xy 

   

Years of demand  years y=z/11.61 (average annual demand) 
Note: need to do reiteration based on the formulas shown in the table above. 
Source: Company data, Credit Suisse estimates 

According to our previous estimation, there are 186 mn units houses, but only 149 mn 
households owning houses (149=159*89.3%+73*10%), leaving 37 mn units extra houses. 
Assume the resale ratio is x, then the secondary supply from current extra houses would 
be 37x mn units.  

In the future, each year there will be 6.66 (=4.95+1.71) mn units of upgrade/investment 
demand. Assume x of them will be resold, this will generating annual secondary supply of 
6.66x mn units and total secondary supply of 6.66xy mn units over the next y years. 

Adding up 99 mn units of primary supply, 37x mn units of secondary supply from current 
extra houses, and 6.66xy mn units of secondary supply from future resale of upgraded 

Up to November 2011, 
developers’ total land banks 
can produce almost 100 mn 
new housing units.  
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/invested houses, the total supply over the next y years will be z units (z=99+37x+6.66xy). 
And total years of demand that can be satisfied would be y years (y=z/11.61) 

Apply a number to resale ratio (x) and then do reiteration, we can get the years of demand 
(y) under different assumption of resale ratio(x).  

Sensitivity analysis shows that: potential resale of vacant units plus developers’ existing 
land bank should be enough to satisfy 10 to 20 years’ housing demand. 

Figure 19: How many years of demand can be satisfied by current available supply 
Resale ratio Annual demand Total supply years of demand can be satisfied 

10%          11.61        109.28                 9 

20%          11.61        120.50               10 

30%          11.61        133.27               11 

40%          11.61        147.95               13 

50%          11.61        164.98               14 

60%          11.61        185.00               16 

70%          11.61        208.84               18 

80%          11.61        237.75               20 

Source: Company data, Credit Suisse estimates 

Second thoughts of urbanisation 
Urbanisation may add more supply than demand 

The past ten years’ “urbanisation” in many cities meant merely redefining “rural” areas as 
“urban” areas. As shown in the charts below, the urban land bank increase resulted from 
this “redefinition” is far more than the urban population it added. Therefore, this process 
should generate more housing supply than demand. Considering this, the future supply 
number should be bigger than our estimation above.  

Moreover, the redefined “urban” population may already own houses, thus do not generate 
new housing demand. Considering this, the future demand number should be smaller than 
our estimation above.  

Figure 20: Beijing non-farming area (1997-2008)—a CAGR 

of 9% 

 Figure 21: Beijing population (1997-2008)—a CAGR of 1% 
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Calculation shows that 
some potential resale of 
vacant units plus 
developers’ existing land 
bank should be enough to 
satisfy 10 to 20 years’ 
housing demand. 
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Figure 22: Shanghai non-farming area (1997-2008)—a 

CAGR of 7% 

 Figure 23: Shanghai population (1997-2008)—a CAGR of 

1% 
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Figure 24: Shenzhen non-farming area (1997-2008)—a 

CAGR of 18% 

 Figure 25: Shenzhen population (1997-2008)—a CAGR of 

7% 
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Source: NBS; CEIC   Source: NBS; CEIC  

Figure 26: Guangzhou non-farming area (1997-2008)—a 

CAGR of 11% 

 Figure 27: Guangzhou population (1997-2008)—a CAGR of 

1% 
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Figure 28: Tianjin non-farming area (1997-2008)—a CAGR 

of 4% 

 Figure 29: Tianjin population (1997-2008)—a CAGR of 1% 
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Source: NBS; CEIC   Source: NBS; CEIC  

Figure 30: Chengdu non-farming area (1997-2008)—a 

CAGR of 10% 

 Figure 31: Chengdu population (1997-2008)—a CAGR of 

1% 
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Figure 32: Chongqing non-farming area (1997-2008)—a 

CAGR of 12% 

 Figure 33: Chongqing population (1997-2008)—a CAGR of 

1% 
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Margin downside is more significant 
than consensus  
Our case study on a developer shows that on a cash basis, a 10% ASP decline should 
lead to a 28% profit decline, while a 15% ASP decline should lead to a 42% profit decline.  

Figure 34: Case study—accounting versus cash based earnings—big impact from even a 

moderate ASP decline 
  Current Current ASP -10% ASP -10% ASP -15% ASP -15% 

 Accounting  Cash  Accounting  Cash  Accounting  Cash 

  %  %  %  %  %  % 

Turnover 100 100    90      90 85 85 

Cost of sales (50)      (50)   (50)   (50)  (50) (50) 

Gross profit    50        50    40       40 35 35 

SG&A    (6)        (6) (6)       (6)  (6) (6) 

Other income       2           2    2         2 2 2 

Operating income     46        46 36      36 31 31 

Finance cost     (1)        (1) (1)       (1) (1)  (1) 

PBT      45         45 35        35 30 30 

       

Tax  (27.0)    (19.8)  (18.5) (16.3) (14.4)   (14.5) 

 - Corporate tax, etc     (9.0)    (15.8)               (7.0)  (12.3)  (6.0)   (10.5) 

 - LAT    (18.0)      (4.0)             (11.5)    (4.0) (8.4)     (4.0) 

       

Total net income       18.0      25.3              16.5     18.8 15.6   15.5 

MI 2.0        2.0                2.0     2.0 2.0       2.0 

NI for shareholders 16.0 23.3 14.5    16.8 13.6   13.5 

       

NM decline %   -9% -28% -15% -42% 

Source: Company data, Credit Suisse estimates 

We believe the current consensus margin and NAV estimates are too high. The table 
below shows our margins estimations for the stocks of our coverage universe.  
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Figure 35: Margin downside is more significant than consensus 
(%)  2008A  2009A  2010A  2011E  2012E  2013E 
Agile       

Gross margin               37               37               46               47               43               37 

EBIT margin               26               29               39               40               36               30 

Core net margin               23               15               18               18               16               13 

COLI       

Gross margin               46               33               42               43               39               32 

EBIT margin               36               29               37               38               34               28 

Core net margin               18               17               21               21               19               15 

CR Land       

Gross margin               36               36               39               40               36               32 

EBIT margin               27               27               33               34               28               24 

Core net margin               18               18               17               17               15               13 

Evergrande       

Gross margin               41               34               29               34               30               25 

EBIT margin                 8                 2               23               27               22               17 

Core net margin                 4                 1               11               14               12               10 

Glorious       

Gross margin               42               48               48               42               31               27 

EBIT margin               33               40               41               36               25               22 

Core net margin               17               24               18               19               16               14 

Greentown       

Gross margin               28               26               30               31               29               18 

EBIT margin               18               14               16               23               22               11 

Core net margin                 8                 9               14               10               10                 9 

GZ R&F       

Gross margin               34               32               38               41               37               31 

EBIT margin               26               27               32               35               32               24 

Core net margin               11               14               15               17               16               11 

Kaisa       

Gross margin               28               28               39               32               30               28 

EBIT margin 14 20 31 25 21 19 

Core net margin                 8                 9               10               14               13               13 

KWG       

Gross margin               53               38               41               42               39               35 

Operating margin               37               26               33               34               31               26 

Core net margin               18               15               17               18               16               14 

Poly HK       

Gross margin               24               23               41               36               31               28 

Operating margin               11               13               33               26               24               21 

Core net margin                 7                 9               14               13               11               10 

Sino-Ocean       

Gross margin               43               30               30               32               28               21 

Operating margin               36               25               25               27               22               15 

Core net margin               19               12               14               16               14               11 

Shimao       

Gross margin               45               35               37               38               34               32 

Operating margin               30               35               43               30               26               25 

Core net margin               15               16               16               16               14               13 

Source: Company data, Credit Suisse estimates 

2012 assumptions and stock calls 
We expect China’s housing prices to fall by another 10% YoY in 2012E, after 10% fall in 2011E, 
with no significant boost in transaction volume. Therefore, we revise the earnings estimates and 
target prices of our coverage universe. Maintain UNDERWEIGHT on China Property Sector. 
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Real Estate Management & Development 

  

Agile Property  
(3383.HK / 3383 HK) 

   

Hainan no longer the main growth driver 
■ Challenging to achieve FY11 contracted sales target. Despite winter 

being the peak selling season for Hainan, Agile’s contracted sales for 
Hainan in the first three weeks of November totalled only Rmb170 mn, 
compared with Rmb1.7 bn sales in October 2011 (most from a one-time 
group purchase deal), and around Rmb2.4 bn in November last year. From 
January to October, Agile’s contracted sales amounted to approximately 
Rmb26.2 bn, representing 71% of its full-year target of Rmb37 bn. We 
expect it will be very challenging for Agile to achieve its FY11 contracted 
sales target.  

■ Concentrated land bank adds risks. Agile’s land bank is very 
concentrated, which we believe is the main reason for its volatile share price 
performance. As of 17 August 2011, its total land bank stood at about 32 
mn sq m GFA, with around 70% in Hainan and the Pearl River Delta. If 
there are any unfavourable policies issued in Hainan Lingshui and 
Guangdong, the company may face a big risk in terms of contracted sales. 

■ Hainan no longer the main growth driver. Agile expects Hainan’s share 
of the company's total sales should decline and expects the next growth 
driver to be Yunnan, where it plans to acquire three pieces of land early 
next year. Given the current market sentiment, we expect the market's initial 
response to the Yunnan land acquisition to be negative, even though the 
long term potential may be good.  

■ Valuation. Due to possible completions slowing down and margin declines 
under lower ASPs, we trim our 2012E and 2013E EPS estimates by 7% and 
19%, respectively. Our new target price of HK$7.1 is based on a 45% 
discount to 12-month forward NAV of HK$12.9 per share. We maintain our 
NEUTRAL rating on Agile as its current valuation may already reflect the 
risks.  

 Share price performance 
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) -4.7 -27.8 -38.1 
Relative (%) -2.0 -25.5 -19.9  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (Rmb mn) 20,520.2 24,854.2 26,621.1 29,911.1 
EBITDA (Rmb mn) 8,060.7 9,978.1 9,693.7 8,889.5 
EBIT (Rmb mn) 8,060.7 9,978.1 9,693.7 8,889.5 
Net income (Rmb mn) 3,677.2 4,356.8 4,299.5 3,863.8 
EPS (CS adj.) (Rmb) 1.05 1.24 1.23 1.10 
Change from previous EPS (%) n.a. -0.2 -6.6 -19.3 
Consensus EPS (Rmb) n.a. 1.25 1.45 1.64 
EPS growth (%) 92.5 18.5 -1.3 -10.1 
P/E (x) 5.4 4.6 4.6 5.1 
Dividend yield (%) 6.0 7.2 7.1 6.4 
EV/EBITDA (x) 3.7 3.6 4.3 5.0 
P/B (x) 1.1 0.9 0.8 0.7 
ROE (%) 22.5 21.6 18.7 15.0 
Net debt/equity (%) 49.6 66.1 77.3 78.7  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
[V] = Stock considered volatile (see Disclosure Appendix). 
 

Research Analysts 

Jinsong Du 
852 2101 6589 

jinsong.du@credit-suisse.com 

 

Rating NEUTRAL* [V] 
Price (05 Dec 11, HK$) 6.92 
Target price (HK$) (from 12.70) 7.10¹ 
Chg to TP (%) 2.6 
Market cap. (HK$ mn) 23,870 
Enterprise value (Rmb mn) 35,575 
Number of shares (mn) 3,449.45 
Free float (%) 36.4 
52-week price range 13.92 - 4.21  
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China Vanke Co Ltd-A  
(000002.SZ / 000002 CH) 

   

Strongest balance sheet; high asset-turns 
■ Challenging to achieve FY11 contracted sales target. From January to 

October, China Vanke’s contracted sales amounted to approximately 
Rmb108 bn, representing 83% of its “unofficial” full-year target of Rmb130 
bn. We expect it may be challenging for Vanke to achieve its FY11 
contracted sales target, as the housing market sentiment is clearly 
deteriorating. 

■ Lower FY11 completion target. Based on China Vanke’s 3Q11 results, its 
GFA delivery from January to September was only 2.37 mn sq m, reducing 
its GFA completion target from 7.3 mn sq m to around 7 mn sq m for 
2011—the second consecutive year of missing completion targets.  

■ Strongest balance sheet. At the end of September, Vanke's net gearing 
remained at a low 30.3%, while most of its peers had a net gearing of over 
50%. Given its cautious land bank strategy and decent contracted sales 
performance, we expect Vanke’s financial condition to remain the best 
among major developers. 

■ Valuation. Due to possible completion slowing down, and margin decline 
under lower ASP and higher land and financing cost, we trim down our 
2012E and 2013E EPS estimates by 2.4% and 9.5%. Our new target price 
Rmb10.0 is based on 10% discount to 12-month forward NAV of Rmb11.1 
per share. We maintain our OUTPERFORM rating on China Vanke as we 
expect its high asset-turn and mass-market oriented business model will 
continue to benefit. 
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was Rmb6.36/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) -7.0 -8.9 -14.1 
Relative (%) -4.3 -6.6 4.1  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (Rmb mn) 50,713.9 74,037.7 81,465.1 90,500.3 
EBITDA (Rmb mn) 12,122.5 14,835.9 16,140.9 16,802.1 
EBIT (Rmb mn) 12,122.5 14,835.9 16,140.9 16,801.1 
Net income (Rmb mn) 6,737.7 9,202.4 10,246.4 10,637.9 
EPS (CS adj.) (Rmb) 0.61 0.84 0.93 0.97 
Change from previous EPS (%) n.a. -1.1 -2.4 -9.5 
Consensus EPS (Rmb) n.a. 0.87 1.07 1.23 
EPS growth (%) 40.2 36.6 11.3 3.8 
P/E (x) 11.9 8.7 7.8 7.5 
Dividend yield (%) 1.2 1.6 1.6 1.6 
EV/EBITDA (x) 6.6 5.4 5.4 5.5 
P/B (x) 1.8 1.5 1.3 1.2 
ROE (%) 16.5 19.2 18.4 16.7 
Net debt/equity (%) 17.5 14.6 23.3 26.8  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
 

Research Analysts 

Jinsong Du 
852 2101 6589 

jinsong.du@credit-suisse.com 

 

Rating OUTPERFORM* 
Price (05 Dec 11, Rmb) 7.29 
Target price (Rmb) (from 10.40) 10.00¹ 
Chg to TP (%) 37.2 
Market cap. (Rmb mn) 70,569 
Enterprise value (Rmb mn) 79,790 
Number of shares (mn) 9,680.25 
Free float (%) 83.3 
52-week price range 9.15 - 6.98  
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China Overseas Land & 
Investment (0688.HK / 688 HK) 

   

Margin downside’s pressure on valuation 
■ May miss FY11 sales target. From January to October, COLI’s contracted 

GFA totalled approximately 4.9 mn sq m, representing 78% of its full-year 
target of 6.3 mn sq m. For October alone, its GFA sold was 558,900 sq m, 
even if it can achieve the same GFA sales for November and December 
with similar sellable resources under deteriorating market environment, the 
2011 FY GFA sold will be only 6.06 mn sq m, missing FY guidance by 4%. 

■ Margin downside. We continue to worry about COLI's margin downside 
due to the negative property price outlook and rising COGS because of 
high-price land acquisitions over the past two years. We also continue to 
worry about its risk of book value write-downs if property prices drop 
sharper than expected.  

■ Low cash collection. COLI also seems to have one of the lowest levels of 
cash collection (and biggest drop) in the sector. The company reported a 
57% cash collection ratio for 1H11 (~42% excluding pre-sales deposits at 
the associated companies’ level), which is much lower than >80% average 
of its peers.  

■ Valuation. We trim down our 2012E and 2013E EPS estimates by 9% and 
15%, respectively, and cut target price to HK$11.2 due to a margin decline 
under lower ASPs and higher land costs. We maintain our 
UNDERPERFORM rating on COLI, which is trading at 2.2x P/B versus the 
sector average of 0.9x (based on end-2010 book values). This historically 
higher premium than peers is not justifiable, in our view.  
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) -0.5 -5.3 -0.9 
Relative (%) 2.1 -3.1 17.3  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (HK$ mn) 44,313.0 56,927.4 64,547.6 80,989.4 
EBITDA (HK$ mn) 16,472.5 21,471.9 22,217.2 22,596.4 
EBIT (HK$ mn) 16,472.5 21,471.9 22,217.2 22,596.4 
Net income (HK$ mn) 9,207.4 11,761.8 12,097.7 12,217.5 
EPS (CS adj.) (HK$) 1.13 1.44 1.48 1.49 
Change from previous EPS (%) n.a. -0.5 -9.1 -14.9 
Consensus EPS (HK$) n.a. 1.54 1.71 2.00 
EPS growth (%) 43.3 27.7 2.9 1.0 
P/E (x) 13.2 10.4 10.1 10.0 
Dividend yield (%) 1.8 1.9 2.0 2.0 
EV/EBITDA (x) 8.2 6.7 7.2 7.3 
P/B (x) 2.2 1.9 1.7 1.5 
ROE (%) 19.0 19.8 17.5 15.5 
Net debt/equity (%) 21.6 33.6 48.6 49.6  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
 

Research Analysts 

Jinsong Du 
852 2101 6589 

jinsong.du@credit-suisse.com 

 

Rating UNDERPERFORM* 
Price (05 Dec 11, HK$) 14.92 
Target price (HK$) (from 13.00) 11.20¹ 
Chg to TP (%) -24.9 
Market cap. (HK$ mn) 121,934 
Enterprise value (HK$ mn) 144,703 
Number of shares (mn) 8,172.52 
Free float (%) 47.0 
52-week price range 17.8 - 10.1  
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China Resources Land Ltd  
(1109.HK / 1109 HK) 

   

Execution remains the key; IP limits downside 
risk 
■ Expect to exceed new contracted sales target. From January to October, 

CR Land’s contracted sales amounted to about Rmb27.3 bn, +58% YoY, 
representing 91% of its previously reduced full-year target of Rmb30 bn. We 
expect the company’s sales to exceed the new target, with the help of some 
new launches in November and December: Hefei the Arch, Nanjing Ning 
Mansion and Hainan Shimei Bay Palace, etc. 

■ Hainan Shimei Bay to record good sales before year end. Credit Suisse 
recently visited CR Land’s Hainan Shimei Bay project, which is scheduled to 
officially launch by year-end, but has already started selling the units (villas 
only for now). According to CR Land’s sales manager, this project should be 
able to record at least Rmb1.2 bn contracted sales within this year.  

■ Valuation. According to the company, there should be no more asset 
injections this year and it is very cautious about land banking. We also 
believe CR Land’s investment property portfolio should help limit its 
downside risk, but trim down our 2012E and 2013E EPS estimates by 2.5% 
and 8%, respectively, and cut our target price to HK$12.3 to reflect margin 
declines due to the negative property price outlook. We maintain our 
NEUTRAL rating on CR Land. 
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) 1.6 7.6 -9.9 
Relative (%) 4.3 9.9 8.3  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (HK$ mn) 25,729.2 30,156.0 36,978.4 46,693.3 
EBITDA (HK$ mn) 8,562.9 10,339.7 10,441.6 11,321.0 
EBIT (HK$ mn) 8,441.4 10,212.1 10,307.6 11,180.3 
Net income (HK$ mn) 4,268.2 5,115.9 5,485.1 6,068.2 
EPS (CS adj.) (HK$) 0.85 0.91 0.94 1.04 
Change from previous EPS (%) n.a. -0.1 -2.5 -8.2 
Consensus EPS (HK$) n.a. 1.03 1.20 1.48 
EPS growth (%) 43.7 7.5 3.2 10.6 
P/E (x) 15.0 13.9 13.5 12.2 
Dividend yield (%) 2.4 2.4 2.5 2.7 
EV/EBITDA (x) 11.7 10.5 10.5 9.8 
P/B (x) 1.5 1.5 1.4 1.3 
ROE (%) 10.2 10.7 10.7 11.0 
Net debt/equity (%) 52.3 63.3 61.3 57.6  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
[V] = Stock considered volatile (see Disclosure Appendix). 
 

Research Analysts 

Jinsong Du 
852 2101 6589 

jinsong.du@credit-suisse.com 

 

Rating NEUTRAL* [V] 
Price (05 Dec 11, HK$) 12.72 
Target price (HK$) (from 12.50) 12.30¹ 
Chg to TP (%) -3.3 
Market cap. (HK$ mn) 74,112 
Enterprise value (HK$ mn) 108,120 
Number of shares (mn) 5,826.42 
Free float (%) 34.6 
52-week price range 15.64 - 7.49  
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Evergrande Real Estate Group 
Ltd (3333.HK / 3333 HK) 

   

Mass-market oriented growth 
■ Great contracted sales performance. From January to October, 

Evergrande’s contracted sales amounted to approximately Rmb77.9 bn, 
+89% YoY, representing 111% of its full-year target of Rmb70 bn and far 
ahead of its peers. The company expects a sales slowdown in November 
and December, as tightening measures remain and homebuyer sentiment 
continues to weaken.  

■ Unofficial FY12 sales target. Despite challenging property market 
conditions, Evergrande’s management expects its 2012E contracted sales 
to still achieve 10-20% YoY growth. Assuming ~Rmb90 bn contracted sales 
for 2011, unofficial FY12E sales guidance would be ~Rmb108 bn. 

■ Stronger balance sheet to be expected at year end. At the end of 1H11, 
Evergrande’s net gearing (net debt/attributable equity) was 80.5%, 
compared to 54.3% at year-end 2010. In 2H, the company has been 
preserving cash through slowing down some projects’ construction progress 
to reduce capex, significantly reducing land acquisitions since July and 
rescheduling land premium payments. Management is very confident about 
achieving a high cash balance and much lower gearing at the end of 2011.  

■ Valuation. We continue to believe Evergrande’s mass-market oriented 
business model and product mix are superior to many of its peers’, but 
further trim 2012E and 2013E EPS and further reduce our target price from 
HK$5.20 to HK$5.10 on margin pressure after our previous adjustment. 
Maintain OUTPERFORM. 
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) -3.9 -20.1 -11.0 
Relative (%) -1.2 -17.9 7.3  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (Rmb mn) 45,801.4 63,016.9 73,774.0 90,865.6 
EBITDA (Rmb mn) 10,359.1 16,837.5 16,465.5 15,817.4 
EBIT (Rmb mn) 10,359.1 16,837.5 16,465.5 15,817.4 
Net income (Rmb mn) 4,992.5 9,002.2 9,162.3 9,430.3 
EPS (CS adj.) (Rmb) 0.33 0.60 0.61 0.62 
Change from previous EPS (%) n.a. -0.2 -1.1 -1.8 
Consensus EPS (Rmb) n.a. 0.61 0.75 0.93 
EPS growth (%) 9,513.1 80.3 1.8 2.9 
P/E (x) 8.6 4.8 4.7 4.6 
Dividend yield (%) 4.4 4.2 4.2 4.4 
EV/EBITDA (x) 5.2 3.3 3.7 4.2 
P/B (x) 2.1 1.6 1.2 1.0 
ROE (%) 29.8 37.1 29.1 24.2 
Net debt/equity (%) 52.5 43.3 48.3 53.2  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
[V] = Stock considered volatile (see Disclosure Appendix). 
 

Research Analysts 

Jinsong Du 
852 2101 6589 

jinsong.du@credit-suisse.com 

 

Rating OUTPERFORM* [V] 
Price (05 Dec 11, HK$) 3.49 
Target price (HK$) (from 5.20) 5.10¹ 
Chg to TP (%) 46.1 
Market cap. (HK$ mn) 51,978 
Enterprise value (Rmb mn) 55,151 
Number of shares (mn) 14,893.48 
Free float (%) 31.9 
52-week price range 6.02 - 2.17  
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Glorious Property Holdings 
Limited (0845.HK / 845 HK) 

   

Fundamentals remain healthy 
■ Cash flow pressures alleviated. Glorious refinanced its Shanghai Bay 

loan on 1 December. Although the new loan is still with a term of one year 
and therefore does not help improve its debt structure, the lower borrowing 
rate (8% versus 18% previously) should save on the company’s finance 
costs. With the company granted Rmb10 bn in a credit facility from China 
Development Bank as well, these measures could help alleviate its cash 
flow pressures. 

■ 81% sales target achieved by end Oct. At the end of October, the 
company achieved contract sales of Rmb12.1 bn, 81% of its full-year target. 
The company has adopted price concessions with an average discount of 
more than 10% since late September and launched an online sales platform 
for its Shanghai Bay project. With November and December the lean sales 
season in North China, we expect Glorious to be more flexible on pricing in 
order to meet its sales target of Rmb15 bn. 

■ Less construction contracts to connected party. Glorious recently 
renewed its construction service agreement with Shanghai Ditong (not 
listed), a construction company with Class I Qualification and owned by the 
father of Glorious’s chairman. Compared with previous practices, a new 
agreement sets diminishing caps on annual construction contract value, 
which could reduce investors’ previous concerns on the company. 

■ Valuation. We see the company facing challenges from completion delays 
and margin pressure as well, while market concerns about the company’s 
liquidity issue could be overdone. Given its current valuation, we maintain 
our OUTPERFORM rating on the stock. 
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) 5.5 -8.2 -52.3 
Relative (%) 8.2 -6.0 -34.1  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (Rmb mn) 7,114.0 12,022.7 17,941.0 24,350.4 
EBITDA (Rmb mn) 2,939.0 4,304.6 4,544.1 5,429.8 
EBIT (Rmb mn) 2,939.0 4,304.6 4,544.1 5,429.8 
Net income (Rmb mn) 1,305.6 2,309.6 2,795.6 3,475.0 
EPS (CS adj.) (Rmb) 0.17 0.30 0.36 0.45 
Change from previous EPS (%) n.a. 0 0 0 
Consensus EPS (Rmb) n.a. 0.30 0.35 0.44 
EPS growth (%) -29.7 76.9 21.0 24.3 
P/E (x) 6.6 3.7 3.1 2.5 
Dividend yield (%) 0 4.1 4.9 6.1 
EV/EBITDA (x) 5.6 4.9 5.4 4.4 
P/B (x) 0.58 0.50 0.44 0.38 
ROE (%) 10.0 14.5 15.2 16.5 
Net debt/equity (%) 52.0 71.0 79.4 66.0  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
[V] = Stock considered volatile (see Disclosure Appendix). 
 

Research Analysts 

Wenhan Chen 
852 2101 6407 

wenhan.chen@credit-suisse.com 

Jinsong Du 
852 2101 6589 

jinsong.du@credit-suisse.com 

 

Rating OUTPERFORM* [V] 
Price (05 Dec 11, HK$) 1.34 
Target price (HK$) 2.05¹ 
Chg to TP (%) 53.0 
Market cap. (HK$ mn) 10,442 
Enterprise value (Rmb mn) 21,052 
Number of shares (mn) 7,792.65 
Free float (%) 34.0 
52-week price range 2.90 - 1.00  
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Greentown China Holdings Ltd 
(3900.HK / 3900 HK) 

   

Cash flow pressure still heavy 
■ Potential sale on projects stake. Recently, it was reported that Greentown 

is considering selling some projects to improve its cash flow or seeking a JV 
opportunity with institutional investors. We understood from the company 
that it could also consider selling its stake in some projects to its JV partners 
if its sales still do not improve. We consider the potential sale of some 
project stakes as consistent with the company’s high leverage strategy, 
while it could be earnings dilutive and the consideration for such stake 
transfers could hold many uncertainties. 

■ Likely miss revised-down sales target. By the end of October, the 
company had just achieved 71% of its revised-down target and its sales 
through rate for new launches dropped to 20% in October. Although 
Greentown has started to take more price concessions, e.g. offering an 8% 
price discount to repeat buyers and some big local firm’s employees, like 
Alibaba, we expect it still will be challenging for the company to achieve its 
revised-down target. 

■ Gearing could climb further. Considering the company’s further 
weakened sales and its cash outflow plan in 2H11, Rmb6.8 bn in land 
premium payment, Rmb10 bn in construction capex and Rmb6 bn in SG&A, 
interest and tax, etc. (all on gross basis), we expect the company to face 
more cash flow pressure and its net gearing (to total equity) could approach 
190% by end-FY11. 

■ Valuation. We maintain our UNDERPERFORM rating on Greentown. 
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) -24.2 -34.1 -57.5 
Relative (%) -21.6 -31.8 -39.2  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (Rmb mn) 11,161.3 20,336.2 26,821.2 29,645.6 
EBITDA (Rmb mn) 1,816.6 4,600.7 5,935.8 3,250.6 
EBIT (Rmb mn) 1,816.6 4,600.7 5,935.8 3,250.6 
Net income (Rmb mn) 1,531.8 1,936.9 2,786.5 2,616.9 
EPS (CS adj.) (Rmb) 0.93 1.18 1.70 1.59 
Change from previous EPS (%) n.a. 0 0 0 
Consensus EPS (Rmb) n.a. 1.30 1.84 2.27 
EPS growth (%) 84.3 26.6 43.9 -6.1 
P/E (x) 3.3 2.6 1.8 1.9 
Dividend yield (%) 9.8 15.4 22.1 20.8 
EV/EBITDA (x) 13.4 7.7 6.1 12.8 
P/B (x) 0.49 0.44 0.39 0.35 
ROE (%) 15.5 18.0 22.8 18.9 
Net debt/equity (%) 133.7 188.7 171.8 182.4  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
[V] = Stock considered volatile (see Disclosure Appendix). 
 

Research Analysts 

Wenhan Chen 
852 2101 6407 

wenhan.chen@credit-suisse.com 

Jinsong Du 
852 2101 6589 

jinsong.du@credit-suisse.com 

 

Rating UNDERPERFORM* [V] 
Price (05 Dec 11, HK$) 3.75 
Target price (HK$) 3.60¹ 
Chg to TP (%) -4.0 
Market cap. (HK$ mn) 6,150 
Enterprise value (Rmb mn) 35,212 
Number of shares (mn) 1,639.97 
Free float (%) 43.0 
52-week price range 10.04 - 3.23  
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Guangzhou R&F Properties Co 
Ltd (2777.HK / 2777 HK) 

   

Sales momentum remains a concern 
■ Sales momentum remains a concern. From January to October, 

Guangzhou R&F’s contracted sales amounted to approximately Rmb23.51 
bn, -2% YoY, representing 73.4% of its full-year target of Rmb32 bn 
(revised down from previous Rmb 40 bn). R&F management admitted that 
although the two projects newly launched in Guangzhou and Huizhou 
managed to record satisfactory sales, the sales progress of existing projects 
slowed significantly MoM. We remain concerned about GZ R&F’s sales 
performance.  

■ Margins pressure. Although the company’s 1H11 gross margin increased 
to 49% from 32% in 1H10, and 1H11 net margin increased to 18.5% from 
8% in 1H10, this was mainly due to the commercial projects sold in the 
Pearl River New Town. We expect to see a lower ASP booked and margins 
decline in 2H11E.  

■ Cash flow is a concern. We are also concerned about the company’s cash 
flow condition. At the end of 1H11, its net gearing was 89%, higher than the 
~60% average level for its peers.  

■ Valuation. We trim our 2012E and 2013E EPS estimates by 1% and 14% 
on margin declines and cut our target price to HK$7.2 based on a 45% 
discount to 12-month forward NAV estimates of HK$13 per share. We are 
concerned about GZ R&F’s 2H11E sales and cash flow, but its valuation 
may have also reflected these risks. We maintain our NEUTRAL rating. 
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) -5.8 -17.3 -36.2 
Relative (%) -3.2 -15.1 -17.9  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (Rmb mn) 24,641.8 26,565.7 28,679.7 34,701.9 
EBITDA (Rmb mn) 8,313.6 9,706.2 9,586.5 8,713.7 
EBIT (Rmb mn) 7,969.1 9,327.3 9,169.7 8,255.2 
Net income (Rmb mn) 3,665.6 4,470.6 4,451.4 3,965.2 
EPS (CS adj.) (Rmb) 1.14 1.39 1.38 1.23 
Change from previous EPS (%) n.a. -0.9 -1.3 -14.1 
Consensus EPS (Rmb) n.a. 1.41 1.51 1.60 
EPS growth (%) 45.4 22.0 -0.4 -10.9 
P/E (x) 5.0 4.1 4.1 4.6 
Dividend yield (%) 8.8 9.8 9.7 8.7 
EV/EBITDA (x) 4.4 4.2 4.7 5.8 
P/B (x) 0.92 0.80 0.71 0.66 
ROE (%) 20.0 20.9 18.3 14.8 
Net debt/equity (%) 93.4 97.6 101.7 105.0  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
 

Research Analysts 

Jinsong Du 
852 2101 6589 

jinsong.du@credit-suisse.com 

 

Rating NEUTRAL* 
Price (05 Dec 11, HK$) 6.93 
Target price (HK$) (from 10.00) 7.20¹ 
Chg to TP (%) 3.9 
Market cap. (HK$ mn) 22,331 
Enterprise value (Rmb mn) 41,048 
Number of shares (mn) 3,222.37 
Free float (%) 87.0 
52-week price range 12.44 - 5.57  
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Kaisa Group  
(1638.HK / 1638 HK) 

   

Contract sales on track 
■ Sales on track. Kaisa’s November contract sales were Rmb 1.25 bn—34% 

MoM and +47% YoY. By end-November, the company achieved contract 
sales of Rmb 13.45 bn, +57% YoY, and achieved 90% of its full-year target. 
The sales progress is higher than its peers’. In December, the company will 
likely launch its Shangpin Garden in Guangzhou and Lake View Garden in 
Zhuhai and we expect it could roughly meet its target of Rmb15 bn by year-
end. 

■ Gearing not to drop. Although the company’s contract sales are still on 
track, its cash out flow is also heavy in 2H11, which includes a Rmb3.7 bn 
land premium, Rmb 3.2 bn in capex, Rmb700 mn in SG&A, Rmb600 mn in 
interest and Rmb1.6 bn in tax, etc. We expect the company’s net gearing will 
still linger above 70% in the full-year result (1H11: 76%).  

■ ASP drop will weigh on profit margin. Kaisa’s YTD ASP of Rmb6,630 per 
sq m is much lower than the Rmb 11,500 per sq m in FY10, which is due to: 
(1) major selling projects this year in low-tier cities, and the company’s home 
turf, Pearl River Delta only contributing 21% of its YTD sales; (2) price 
concessions to facilitate its sales. We expect the ASP drop will weigh on the 
company’s profit margin. We also revised our FY12E ASP change to -10% 
from 0%; as a result, we expect Kaisa’s gross margin will continue to be 
under pressure and be below 30% in FY12E and FY13E.  

■ Valuation: Due to possible completion delays and margin compression 
under lower ASPs, we revised down our 2011E, 2012E and 2013E EPS 
estimates by 5%, 7% and 9%, respectively. Our new target price of HK$1.90 
is based on a 45% discount to our revised 12-month forward NAV of 
HK$3.45 per share. We maintain our NEUTRAL rating on Kaisa.  
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) -5.6 -40.6 -36.4 
Relative (%) -2.9 -38.4 -18.2  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (Rmb mn) 7,755.9 10,320.0 12,552.1 16,574.1 
EBITDA (Rmb mn) 2,450.4 2,573.7 2,655.1 3,150.6 
EBIT (Rmb mn) 2,422.4 2,541.5 2,618.0 3,107.9 
Net income (Rmb mn) 1,409.5 1,475.5 1,655.8 2,099.6 
EPS (CS adj.) (Rmb) 0.29 0.28 0.30 0.38 
Change from previous EPS (%) n.a. -5.4 -7.3 -8.9 
Consensus EPS (Rmb) n.a. 0.29 0.39 0.53 
EPS growth (%) 173.6 -1.5 5.9 26.8 
P/E (x) 4.4 4.4 4.2 3.3 
Dividend yield (%) 2.3 3.4 3.6 4.6 
EV/EBITDA (x) 4.1 5.4 5.2 3.8 
P/B (x) 0.61 0.68 0.67 0.55 
ROE (%) 16.9 14.7 16.2 18.4 
Net debt/equity (%) 40.3 76.2 74.6 46.2  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
[V] = Stock considered volatile (see Disclosure Appendix). 
 

Research Analysts 

Wenhan Chen 
852 2101 6407 

wenhan.chen@credit-suisse.com 

Jinsong Du 
852 2101 6589 

jinsong.du@credit-suisse.com 

 

Rating NEUTRAL* [V] 
Price (05 Dec 11, HK$) 1.52 
Target price (HK$) (from 3.14) 1.90¹ 
Chg to TP (%) 25.0 
Market cap. (HK$ mn) 7,456 
Enterprise value (Rmb mn) 13,826 
Number of shares (mn) 4,905.39 
Free float (%) 29.0 
52-week price range 3.39 - 1.37  
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KWG Property Holding Limited 
(1813.HK / 1813 HK) 

   

High-end exposure 
■ Achieved 67% of FY11 sales target till October. From January to 

October, KWG’s contracted sales amounted to approximately Rmb10.1 bn, 
representing only 67% of its full-year target of Rmb15 bn. Even so, the 
company decided to maintain its current FY11 sales target, in the hope of 
the new launches in November and December recording a good sales 
performance. New launches include four projects in Shanghai, two projects 
in Guangzhou (one of them is the Liede project's serviced apartments) and 
one new project in Hainan, the opening prices of which are expected to be 
much more reasonable. 

■ Cash flow is a concern. KWG’s net gearing increased to 61% at the end of 
1H11 from 48% at the end of 2010. Although KWG’s cash collection ratio is 
decent (~85% in 1H11), we are still concerned about its cash flow condition 
if sales do not come through.  

■ High-end exposure. We continue to believe KWG's products are of higher 
quality than most of its peers, but weakening property market sentiment still 
presents significant risks for its high-end projects.  

■ Valuation. We trim our 2012E and 2013E EPS estimates by 13.5% and 
25%, respectively, on margin declines due to a negative property price 
outlook and cut our target price to HK$3.2 based on a 45% discount to 12-
month forward NAV estimates of HK$5.8 per share. We maintain our 
NEUTRAL rating on KWG.  
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) -7.5 -25.7 -49.4 
Relative (%) -4.8 -23.5 -31.2  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (Rmb mn) 7,465.9 10,503.6 11,854.6 13,739.4 
EBITDA (Rmb mn) 2,469.1 3,536.8 3,654.9 3,634.9 
EBIT (Rmb mn) 2,469.1 3,536.8 3,654.9 3,634.9 
Net income (Rmb mn) 1,244.8 1,846.5 1,934.9 1,984.1 
EPS (CS adj.) (Rmb) 0.43 0.64 0.67 0.69 
Change from previous EPS (%) n.a. -1.1 -13.5 -25.1 
Consensus EPS (Rmb) n.a. 0.62 0.76 0.93 
EPS growth (%) 83.0 48.3 4.8 2.5 
P/E (x) 5.9 4.0 3.8 3.7 
Dividend yield (%) 4.3 6.3 6.6 6.8 
EV/EBITDA (x) 5.2 4.5 5.0 5.6 
P/B (x) 0.63 0.56 0.51 0.46 
ROE (%) 11.3 15.0 14.1 13.1 
Net debt/equity (%) 47.7 67.0 76.9 81.5  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
[V] = Stock considered volatile (see Disclosure Appendix). 
 

Research Analysts 

Jinsong Du 
852 2101 6589 

jinsong.du@credit-suisse.com 

 

Rating NEUTRAL* [V] 
Price (05 Dec 11, HK$) 3.09 
Target price (HK$) (from 5.90) 3.20¹ 
Chg to TP (%) 3.6 
Market cap. (HK$ mn) 8,940 
Enterprise value (Rmb mn) 16,021 
Number of shares (mn) 2,893.15 
Free float (%) 41.0 
52-week price range 6.90 - 2.33  



 05 December 2011 

 

China Property Sector 26 

Asia Pacific / China 
Real Estate Management & Development 

  

Poly (Hong Kong) Investments 
Ltd (0119.HK / 119 HK) 

   

Could be in a better position 
■ Sales target could be missed. We estimate that Poly HK could have 

achieved contract sales of Rmb14.2 bn by end-November, or 79% of its full-
year target of Rmb18 bn. The company plans to launch its Shenzhen Upper 
Town and Foshan Prestige City over November and December. At the 
current sales momentum, we expect the company to realise contract sales 
of around Rmb15.4 bn by year-end, 15% below its target. However, it still 
could deliver over 30% YoY growth.   

■ Enlarged development scale boosts sellable resources. YTD, Poly HK 
has newly started construction on around 6.6 mn sq m, which already 
exceeds its original target of 5 mn sq m. So far, the company has around 
10.8 mn sq m under construction, which increased 136% compared with 
4.57 mn sq m as at end-FY10. We believe the company is trying to explore 
those local markets with less stringent measures to facilitate its sales. With 
a larger development scale and more sellable resources, we expect the 
company to be better positioned in the market in FY12E.  

■ Heavy cash outflow in 2H11. Due to heavy cash outflows in 2H11 for land 
premium payments (c. Rmb2 bn) and capex (c. Rmb6 bn) on an enlarged 
development scale, together with the company’s lower-than-expected 2H11 
contract sales, we expect Poly HK’s FY11-end net gearing to be a bit higher 
than its interim level (c. 109%). 

■ Valuation: We revised our FY12E ASP change to -10% from 0% and 
revised down our 2011E, 2012E and 2013E EPS estimates by 10%, 12%, 
and 25%, respectively, as a result of completion delays and sales 
weakness. Our new target price of HK$4.20 is based on a 45% discount to 
our revised 12-month forward NAV of HK$7.65 per share. We maintain our 
NEUTRAL rating on Poly HK. Given the Poly HK’s SOE background, we 
could turn more constructive on the company if it can realise a more 
convincing sales performance next year. 
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) -7.8 -14.0 -50.5 
Relative (%) -5.1 -11.7 -32.2  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (HK$ mn) 8,514.1 12,636.1 17,828.9 23,525.0 
EBITDA (HK$ mn) 2,802.8 3,325.2 4,321.3 4,986.6 
EBIT (HK$ mn) 2,802.8 3,325.2 4,321.3 4,986.6 
Net income (HK$ mn) 1,209.6 1,625.3 2,048.8 2,401.6 
EPS (CS adj.) (HK$) 0.37 0.45 0.57 0.67 
Change from previous EPS (%) n.a. -10.0 -11.6 -25.4 
Consensus EPS (HK$) n.a. 0.53 0.66 0.93 
EPS growth (%) 22.4 22.6 26.1 17.2 
P/E (x) 9.7 7.9 6.3 5.4 
Dividend yield (%) 4.3 2.5 3.2 3.7 
EV/EBITDA (x) 9.6 11.9 9.0 7.1 
P/B (x) 0.59 0.56 0.52 0.48 
ROE (%) 6.6 7.2 8.6 9.3 
Net debt/equity (%) 59.3 106.8 95.3 76.4  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
[V] = Stock considered volatile (see Disclosure Appendix). 
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Rating NEUTRAL* [V] 
Price (05 Dec 11, HK$) 3.57 
Target price (HK$) (from 5.70) 4.20¹ 
Chg to TP (%) 17.6 
Market cap. (HK$ mn) 12,882 
Enterprise value (HK$ mn) 39,698 
Number of shares (mn) 3,608.44 
Free float (%) 52.0 
52-week price range 8.30 - 2.20  
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Sino-Ocean Land Holdings Ltd 
(3377.HK / 3377 HK) 

   

Shareholder structure the key concern 
■ Achieved 72% of FY11 sales target till October. From January to 

October, Sino-Ocean’s contracted sales amounted to approximately 
Rmb21.7 bn, +33% YoY, representing 72% of its full-year target of Rmb30 
bn. According to the company, the key to whether it can achieve an FY11E 
sales target lies in planned new project launches.  

■ Cash flow is a concern. Sino-Ocean reported 47% net gearing (net 
debt/attributable equity) at the end of 1H11, but if we treat the US$400 mn 
perpetual bond as debt instead of equity, net gearing would have been 59%. 
Although Sino-Ocean has a decent cash collection ratio (~85% in 1H11), we 
believe the company’s cash flow will remain tight this year, as its sales 
performance seems challenging.  

■ Shareholder structure remains the key concern. Currently, Nan Fung 
holds 26.65% of Sino-Ocean’s issued share capital, and China Life holds 
24.08%. We expect future changes in Sino-Ocean’s shareholder structure.  

■ Valuation. We trim down our 2012E and 2013E EPS estimates by 2.5% 
and 9%, respectively, on margin declines and cut our target price to HK$3.5 
based on a 45% discount to 12-month forward NAV estimates of HK$6.4 
per share. We maintain a NEUTRAL rating on Sino-Ocean. 
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The price relative chart measures performance against the 
MSCI CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) — -2.7 -34.5 
Relative (%) 2.7 -0.4 -16.3  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (Rmb mn) 13,720.7 19,555.4 23,215.4 34,017.8 
EBITDA (Rmb mn) 3,385.5 5,300.7 5,303.5 5,325.3 
EBIT (Rmb mn) 3,385.5 5,300.7 5,303.5 5,324.3 
Net income (Rmb mn) 1,663.1 2,480.3 2,475.5 2,857.1 
EPS (CS adj.) (Rmb) 0.30 0.44 0.44 0.51 
Change from previous EPS (%) n.a. -1.0 -2.5 -8.8 
Consensus EPS (Rmb) n.a. 0.44 0.51 0.57 
EPS growth (%) 51.6 49.1 -0.2 15.4 
P/E (x) 9.2 6.1 6.2 5.3 
Dividend yield (%) 4.8 5.3 5.8 6.4 
EV/EBITDA (x) 8.7 6.2 6.7 7.2 
P/B (x) 0.60 0.56 0.51 0.47 
ROE (%) 6.8 9.4 8.7 9.3 
Net debt/equity (%) 42.8 45.5 49.7 53.2  

  Source: Company data, Thomson Reuters, Credit Suisse estimates. 

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
[V] = Stock considered volatile (see Disclosure Appendix). 
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Number of shares (mn) 5,659.95 
Free float (%) 49.3 
52-week price range 5.50 - 2.23  
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Shimao Property Holdings Ltd 
(0813.HK / 813 HK) 

   

Sales target could be beyond reach 
■ More endeavours to facilitate sales. Shimao has made more efforts to 

facilitate its sales in the current sluggish market. Specifically, it has 
redesigned its products into smaller units to reduce the total value and add 
more free area (usually usable area can be inflated by 10–30% after indoor 
restructuring) to attract buyers. Meanwhile, it is also improving the 
surroundings of its projects, especially for its tourism property, thereby 
leveraging the natural scenery around. 

■ Sales improvement insignificant. However, both its September and 
October sales have been blow -- unclear meaning … the company’s 
previous expectation of around Rmb4 bn in each month, and the company 
attributed this to overall market weakness. Its Dalian Dragon Bay (a newly 
designed product type) recorded sales of less than Rmb500 mn in October, 
much less than the expected Rmb1 bn. By end-October, Shimao achieved 
contract sales of Rmb26.7 bn, +13% YoY or 74% of its full-year sales target 
(Rmb36 bn). Considering the company’s current sales momentum and 
around Rmb 10bn in sellable resources during the rest of the year, we 
expect it less likely for the company to fulfil its sales target. 

■ Subsidiary’s results in line. In addition, Shimao’s A share’s listed 
subsidiary (with a 64% holding stake), Shanghai Shimao (600823 CH), 
reported its 3Q results recently: contract sales by 3Q totalled Rmb4.47 bn 
versus a full-year target of Rmb8 bn, with reported attributable earnings at 
Rmb575 mn. 

■ Valuation: We remain cautious on sales from its overall projects, given its 
scaled-down construction area (from 10.9 mn sq m to 7.7 mn sq m). We 
maintain a NEUTRAL rating on the stock with a target price at HK$ 8.50 
unchanged.  
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The price relative chart measures performance against the MSCI 
CHINA F IDX which closed at 5646.45 on 05/12/11 
On 05/12/11 the spot exchange rate was HK$7.77/US$1 

 

Performance Over 1M 3M 12M 
Absolute (%) -11.1 -14.2 -43.9 
Relative (%) -8.5 -11.9 -25.6  

 Financial and valuation metrics 
 

Year 12/10A 12/11E 12/12E 12/13E 
Revenue (Rmb mn) 21,789.0 27,037.7 31,456.0 38,764.4 
EBITDA (Rmb mn) 9,574.6 8,027.2 8,316.2 9,801.6 
EBIT (Rmb mn) 9,289.5 8,027.2 8,316.2 9,801.6 
Net income (Rmb mn) 3,563.6 4,250.7 4,324.3 5,131.0 
EPS (CS adj.) (Rmb) 1.01 1.20 1.22 1.45 
Change from previous EPS (%) n.a. 0 0 0 
Consensus EPS (Rmb) n.a. 1.26 1.36 1.61 
EPS growth (%) 25.1 19.3 1.7 18.7 
P/E (x) 5.7 4.7 4.7 3.9 
Dividend yield (%) 6.1 5.8 5.8 7.1 
EV/EBITDA (x) 4.2 5.3 5.2 4.5 
P/B (x) 0.76 0.74 0.68 0.65 
ROE (%) 14.2 15.7 15.2 17.0 
Net debt/equity (%) 67.9 72.1 68.8 69.0  

 
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
[V] = Stock considered volatile (see Disclosure Appendix). 
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Free float (%) — 
52-week price range 13.36 - 5.46  
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