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Overview: Solid industry leader; discount vs. peer COLI unjustified

An established industry leader

Poly A is a state-owned property developer focused on developing mid-end residential properties.
As the main platform of the China Poly Group’s property business, Poly listed in the China A-
share market in September 2006. China Poly Group, one of the 113 central government-owned
enterprises, led directly by SASAC, currently holds 44.09% of Poly A’s total outstanding shares.
As of end-2012, China Poly Group’s total assets had reached Rmb382.9bn, and property
development is one of its principal businesses apart from military and civilian trade and business,
culture and arts, investment and exploitation in the mineral resource field, civilian explosive
materials and blasting services. Poly A has been consistently ranked as the Top 5 developers by
CRIC'"/Soufun in terms of annual contract sales achieved in the past years; it is also ranked top 3
in 6 of the 22 cities in terms of contract sales by CRIC in 2013. This is same as COLI but lower
than Vanke’s 13.

Strengths in execution & cost control; balance sheet weakness

Poly A started in the early 1990s in Guangzhou, almost four years later than Vanke
(000002.SZ)/COLI (0688.HK) into the property business. However, it managed to ramp up quickly
with strong sales and profit growth, narrowing its gap to Vanke and COLI in the past years with its
strong execution track record (partly attributable to management’s military background in our view):
53% CAGR of contracted sales and 51% CAGR of underlying profit during 2005-13. We also note
its strong cost-control ability which is very comparable to COLI with SG&A as a percentage of
contracted sales (average 2.7% during 2007-13 vs. 3.1% for COLI), consistently at the lower end
of the range for our coverage universe (average 5.9%).

That said, the high growth achieved is also built on its aggressiveness on financial leverage, with
average net debt to equity ratio 97% during 2005-13 vs. COLI/Vanke’s 32%/21%. While the
company appears less aggressive since 2011 (net gearing ratio fell from the peak of 123% in
2010 to 94% by end-2013) and land acquisition pace also slowed down further since 1Q this year,
we think it might take another 1-2 years for its financial leverage to decline to a healthy level of
40%-50%. In general, aggressive financial leverage will also lead to quick profitability erosion
when asset turnover slows amid an industry downturn. By further expanding its financing
channels as well as collaborating more with other developers, we believe Poly will be able to

' CRIC: Leading real estate consulting and information service provider; owned by E-
house (US:EJ).
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improve its balance sheet and resume a solid growth trajectory in the medium term (2015E-
2016E, in terms of contract sales: 10%-15%).

Weak near-term growth priced into discount vs. Vanke...

Poly A is currently trading at a 49% discount to end-14E NAV, 4.9X 14E P/E and 1.0X 14E P/B vs.
Vanke A 53%, 5.3X and 1.1X. In our view, this reflects its weaker growth outlook in the near term
(i.e. 20% yoy earnings growth in 2014E vs. 32% for Vanke).

...but discount vs. COLI too wide in our view

However, Poly A is trading at a wider discount vs. COLI's 19% discount to end-14E NAV, 9.1X
14E P/E and 1.6X 14E P/B. Offshore listed companies with weaker balance sheet and weaker
industry position and ROE, such as R&F (2777.HK), is trading at a higher valuation (5.2X 14E P/E,
or 4% premium over its average 5.0X during 2012-4M14) than Poly A (4.9X 14E P/E, or 26%
discount to its average 6.6X during 2012-4M14). Hence, we see its valuation discount vs. COLI
unjustified. We expect the launch of the HK-SH Stock Connect, scheduled for October, which
allows overseas investors to invest in Poly A through this program, will help narrow the valuation
gap between Poly A and COLI. We reiterate our Buy rating on the stock.

Rapid growth achieved on strong execution & financial leverage...

ERIETR

Despite a slightly smaller land bank base in 2005 compared to COLI, but similar to Vanke, Poly A
has rapidly grown the size of its land bank, especially during 2009-10 before slowing again in
2011. Nevertheless, its average land bank size growth rate of 22% during 2005-13 is similar to

the 21% achieved by COLI. Meanwhile, Poly A now has exposure to 49 cities vs. 47 for COLI (incl.
COGO). Exhibits 3-4 show its city tier/regional focus vs. those of COLI and Vanke. Despite similar
city tier exposure, it has a relatively higher concentration in Pearl River Delta Region (PRD).
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Exhibit 1: COLI and Poly A have been growing their land banks at a similar pace, but both
were slower than Vanke
Attributable unbooked land bank growth from 2005-2013

(mn sgm) mVanke A mPolyA = COLI
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Source: Company data.

Exhibit 2: Poly A overtook COLI in terms of city exposure in 2010

Incremental no. of cities to which Poly A, COLI and Vanke have gained exposure during their
development history

No. of cities
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Source: Company data.
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Exhibit 3: ...but has similar exposure in terms of city tier
(though Poly A is slightly higher in tier 1 exposure,
mainly in Guangzhou)

Attributable end-13 unsold land bank breakdown by city tier

u Tier-1 Tier-2 mTier 3 & others
100%
90%
o
80% 43% 46% 45%
70%
60%
50%
40%
40%
30% 48% 45%
20%
o R

Vanke A COLI Poly A

Exhibit 4: ...but a different regional focus vs. COLI and
Vanke
Attributable end-13 unsold land bank breakdown by regions

mYRD =PRD  Pan-Bohai ' North =Western Mid mOthers
100% Coew — % &
90% 14% 20%
16%
80%
16%.
70% 20%
28%
60% 1%
15%.
50% 13%
40% 19% 7%
30% 26%
" 14% 28%
20%
0%
Vanke A COLI Poly A

Source: Gao Hua Securities Research.

Poly A’s land bank cost as a perc

Source: Gao Hua Securities Research.

entage of its ASP is also at quite similar level as those of COLI

and Vanke, but higher than our coverage average, which is mainly due to its relatively higher

exposure in the tier-1/2 cities.

Exhibit 5: ...more comparable land cost as a percentage of ASP between Poly A and COLI

Land cost as a % of 2014E ASP
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Source: Company data, Gao Hua Securities Research.

By taking a closer look at its land
distribution is similar as the other

ETRBBEMR

bank value breakdown by acquisition years, we note the
two after 2010, i.e. about 70% of its outstanding land bank was
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built after 2010. Poly A mainly built the other 30% of its land bank in 2009-10, i.e. last cycle peak
vs. Vanke and COLI which are relatively more diversified in earlier years, though the difference is

not that significant in our view.

Exhibit 6: The proportion of land bank value built after 2010, the last cycle peak, is similar

among the three

Existing land bank value breakdown by acquisition year by end-13

Poly A I

coLl I

H H H H H H H H 2008
Vanke 2009
‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ =2010

m Before 2006
2007

=201
2012
2013

0% 10% 20% 30% 40%

50% 60% 70% 80% 90% 100%

Source: Company data.

We believe the rapid land bank expansion, strong execution, and an aggressive financial leverage
(Exhibit 8) led to Poly A’s 53% contracted sales CAGR during 2005-13 vs. 37%/36% for

Vanke/COLI.

Exhibit 7: However, we expect Poly A to see the lowest
growth among the three developers during 2014E-2016E
due to financial constraints

Contracted sales comparison (2005-16E)

Z(g(;nb bn) mVanke A =PolyA = COLI

2014E-2016E CAGR:
Vanke A: 2%
200 - COLI: -2%

Poly A: -6%

150 -+
2005-2013 CAGR:

Vanke A: 37%
COLI: 36%
100 1 Poly A:53%

50 -

0 4

» ) QA
&

Q> > QS N 2
R R U AP G g

Note: Our contract sales projection did not factor in any new acquisition
between April 2014-end 2016 for all three companies

Source: Company data, Gao Hua Securities Research.
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Exhibit 8: Poly A’s net gearing ratio has been
consistently higher than that of Vanke/COLI during 2005-
13

Land acquisition/contract sales

LT debt as % of total debt (RHS) mmmm ST debt as % of total debt (LHS)
~———Net gearing ratio (RHS) ~ «eeeee Total debt to total asset ratio (RHS)
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Source: Company data, Gao Hua Securities Research.
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...but deleverage amid downturn leading to slowing profit growth

ERIETR

Slower topline growth in coming years on deleveraging efforts

Since 2011, amid the rising financing cost environment, major property SOEs (such as CRL,
China Merchants Property) are all started to reduce their financial leverage and Poly Group was
no exception. Thanks to the strong market recovery in higher-tier cities during 2012-13 as well as
less aggressive land banking by Poly A itself, its net debt to equity ratio declined from the 123%
peak in 2010 to 94% at end-13. Without factoring new acquisitions from now to end-16 for all
three companies, we expect a sharp decline in its leverage but also an average 6% decline in
2014-16E contract sales CAGR vs. +2%/-2% for Vanke and COLI.

Exhibit 9: The aggressive land banking in 2009-10 resulted in Poly A’s higher financial
leverage vs. peers, but we expect it to come down slightly faster than peers on the back of
land acquisition slowdown

Land acquisition as a % of contract sales comparison

~——COLI o PolyA e Vanke A

120%

100% -

80% -

60%

40% -

20%

0% T T T T ]
2008 2009 2010 2011 2012 2013 2014 YTD

Source: Company data.

Medium-term profits affected on slower asset turnover amid
downturn

Poly A has quite similar GPM to Vanke in the past years as shown in Exhibit 12. However, we
expect its GPM will come down more quickly than Vanke and COLI amid this downturn given its
higher capitalized interest due to its historically high leverage. The impact of the high leverage will
be reflected in its future revenue booking, which will be slowing due to a slower asset turnover
amid downturn in our view.

Mitigating factors, relative to Vanke, are Poly A’s strong expenses control (Exhibit 11) and lower
financing costs. Poly A incurred lower financing costs at 7.6% during 2010-13 vs. Vanke’s 8.8%
(Exhibit 10).

Meanwhile, if we assume it maintains 35% land acquisition/contract sales ratio for 2014-16E (vs.
average 61% during 2009-2013), we believe it could still deliver 10%-15% contract sales growth
in 2014-16E and lower its gearing to the 40%-50% level in the meantime.
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Exhibit 10: Poly A has a slightly lower financing cost than
Vanke A due to its financing strength given its SOE
association (through parent China Poly) with limited trust
financing

Financing cost comparison, 2005-14E

~o=Vanke A COLI  «eeee Poly A
10.0%

9.0% /\
8.0% | {//O\

7.0% -

GS estimates

6.0%

5.0%

4.0%

B.0% oo

2.0%

1.0%

0.0% T T T T T T T T
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014E 2015E 2016E

Exhibit 11: Poly A has better SG&A control than Vanke

SG&A as a % of contracted sales

@ COLI SG&A as % of contract sales
—+—Poly A SG&A as % of contract sales
6.0% - A Vanke A SG&A as % of contract sales

5.0% -

2010 201 2012 2013 2014E 2015E 2016E

Source: Company data, Gao Hua Securities Research.

Source: Company data, Gao Hua Securities Research.

Exhibit 12: We believe lower financing costs and strong
SG&A control will help narrow Poly A’s net margin gap
vs. Vanke and COLLI, slightly

Adjusted GPM, pre-tax margin and net margin comparison, 2005-
16E

—o-Vanke A - coLl Poly A

60% Gross margin Pre-tax margin

Net margin

50%

40%

30%

20%

10%

B R R LA
Note: 1) Adjusted gross margin=gross profit/gross revenue; 2) Adjusted pre-tax
margin=(pre-tax profit-net income from associates)/gross revenue; 3) Adjusted
net margin=net profit (add back minority interest and exclude associate
income)/gross revenue; 4) we added back LAT (Land Appreciation Tax) to
gross profit when calculating gross profit for Vanke A and Poly A due to
different accounting treatment on LAT between Vanke A/Poly A and COLI.

Source: Company data, Gao Hua Securities Research.

ERIETR

Exhibit 13: We expect Poly A to deliver an ROE level
between those of COLI and Vanke A during 2014-16
Underlying ROE comparison, 2005-16E

~0—Vanke A ROE COLIROE Poly A ROE
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25%

20%

15%

10%

5%

0%
2008 2009 2010 2011 2012 2013 2014E 2015E

2016E

Source: Company data, Gao Hua Securities Research.
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Valuation discount to COLI too wide to be justified; reiterate Buy

Poly A is trading at the lower end of its historical range...

Similar to other A share-listed property stocks, Poly A’s valuation has been significantly de-rated
along with six property tightening measures by State Council in March 2013, a gradual
deceleration in property market sales growth since then till end 2013 and lastly, an unexpected
sharp volume contraction/price weakness which started early this year. Since March 1, 2013, 12-
month forward P/E/trailing P/B for onshore sector has declined from 8.9X/1.7X to 6.8X/1.1X
currently, against -1STD at 7.2X/1.5X in 2010-13. Poly A is currently trading at a 4.9X P/E/1.0X
P/B vs. -1STD at 6.4X/1.6X in 2010-13, at the lower end of historical trading range, as shown in

Exhibits 14-15.

Exhibit 14: Poly A is trading at a 4.9X 14E P/E vs. -1STD at
6.4X in 2010-13
Poly A’s historical 12 month forward P/E
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Exhibit 15: Poly A is trading at a 1.0X 14E P/B vs. -1STD
at 1.6X in 2010-13
Poly A’s historical 12month trailing P/B
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Source: DataStream, Gao Hua Securities Research.

Source: DataStream, Gao Hua Securities Research.

Compared to its closest onshore/offshore peers, as shown in Exhibits 16-17, Poly A is currently
trading at a 49% discount to end-14E NAV, 4.9X 14E P/E and 1.0X 14 P/B vs. Vanke A 53%,
5.3X and 1.1X and COLI 19%, 9.1X and 1.6X respectively.

...with slower growth outlook vs. Vanke A already priced in

We believe Poly A’s valuation discounts vs. Vanke A/COLI is mainly due to:

1) The valuation compression since 2010 for the A share stock market overall and lower
contract sales/ earnings growth outlook compared to its own history. The company
guided in early 2013 that contract sales growth target shall be maintained at ¢.20% by
2015, after a 39% yoy growth achieved in 2012, reflecting slower growth amidst its

deleveraging process.

2) Weaker balance sheet/growth outlook compared to its closest onshore peer Vanke A.
Poly A has been trading at a 13% P/E premium to Vanke A during 2012-Mar 2013 vs.
the current 7% discount, which we see as already reflecting its weaker fundamental
outlook as discussed in earlier section.

ERIETR
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But valuation gap vs. COLI and other offshore peers unjustified

However, we view a 46%/37% discount to COLI in terms of 14E P/E and P/B too wide to be
justified, given the many similarities between the two that we discuss in the sections above as
well as possible growth recovery in medium term for Poly.

Even offshore listed companies with weaker balance sheet and industry positioning and ROE,
such as R&F, are trading at higher valuation against its historical levels (5.2X 14E P/E, or 4%

premium over its average 5.0X during 2012-4M14) than Poly A (4.9X 14E P/E, or 26% discount

to its average 6.6X during 2012-4M14).

Therefore we expect the launch of the Hong Kong-Shanghai Stock Connect to help narrow the
valuation gap between Poly A and COLI. The program allows overseas investors to trade in
Chinese stocks (those in the SSE180 index, including Poly A) from the Hong Kong stock
exchange, subject to quotas. According to Sina.com, the program is scheduled to launch in
October.

Exhibit 16: Poly A trades at a 4.9X P/E vs. Vanke A/Vanke H/COLI on 5.3X/7.4X/9.1X
Poly A/VVanke A/Vanke H/COLI historical 12-month forward P/E

=== Poly A 12mth fwd P/E Vanke A 12mth fwd P/E Vanke H 12mth fwd P/E +----- COLI 12mth fwd P/E

18x

16x

14x

12x

10x

8x

6x

4x

2X |

0x T T T
Q Q Q N

N N N N
NN Q

\}
T R IR\

Source: Datastream, Gao Hua Securities Research.
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Exhibit 17: Poly A trades at a 1.0X P/B vs. Vanke A/Vanke H/COLI at 1.1X/1.6X/1.6X
Poly A/VVanke A/Vanke H/COLI historical 12-month trailing P/B
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Source: DataStream, Company data, Gao Hua Securities Research.

Potential restructuring could strengthen Poly’s leading position

ERIETR

Poly A’'s Chairman has commented in several occasions about the potential property asset
restructuring within China Poly Group:

On April 1, 2014, during the FY2013 results briefing, Chairman Ms. Song Guangju commented for
the first time that Poly (A) and Poly Property (H) may have the opportunity for potential
cooperation or even consolidation. She also emphasized that this is one of the strategic goals
within China Poly Group.

On April 21, 2014, during the shareholders meeting, Ms. Song further disclosed that,
consolidation of the two real estate platforms is a strategic goal of China Poly Group, which might
be put on the agenda in the coming 1-2 years.

While there is no concrete timeline and detailed plan for the restructuring yet, we expect the
potential restructuring to help strengthen Poly A’s industry leadership position and enhance its
longer-term growth outlook.

Poly Property (H) — an affiliate with property business overlaps

Poly Property (H) (0119.HK, Neutral) is an affiliate with Poly A with the same parent China Poly
Group which currently holds 48% interest in Poly Property (H). Poly Property (H) was established
in 1973 as a shipping company and was taken over by China Poly Group in 1993. Before 2005, it
was a conglomerate with businesses in infrastructure, property investment, energy,
manufacturing, and insurance and since 2005 it has gradually shifted its business focus to
property development.

As of end 2013, Poly Property (H)’s the total land bank amounted to GFA23mn sgm with 60+
projects across 21 cities, including 20% in Yangtze River Delta, 17% in Pearl River Delta and
42% in the Southwest regions. As an affiliate to Poly (A), we note that the two companies
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currently have business overlap in select markets such as Shanghai, Wuhan, and Guangzhou.
The average cost for Poly Property (H) is around Rmb2,500/sqm, representing 23% of its average
presales ASP of Rmb10,677/sgm for the unsold land bank (as shown in Exhibit 5), vs. 27% for
Poly A and 23% peer average.

Poly Property (H)’s transformation to a property company was largely done through four rounds of
asset injection (as listed below) from its parent:

e In August 2006, China Poly Group injected GFA of about 1 mn sqm.
e In April 2008, China Poly Group injected GFA of about 4 mn sqm.

e In October 2009, China Poly Group injected development projects & 1 investment
project with GFA up to 2.2 mn sgqm.

e In April 2010, China Poly Group injected four development projects with GFA up to 2.7
mn sgm.

During the periods of asset injection, Poly Property (H) share price reacted positively given strong
growth from a low- base (it delivered 72% presales growth CAGR in 2007-10 vs. peers’ average
of 50% and subsequent 132% underlying profit growth CAGR in 2008-11 from a low base vs.
peers’ average of 60%).

However, the stock was de-rated significantly against peers since 2011 due to decreasing capital
efficiency on rapid land bank expansion and the inability to improve asset turnover, which
consequently leading to a deteriorating ROE (7% in 2013 from 11% in 2011) and high financial
leverage (net gearing increased to average 95% in 2011-13 from average 57% in 2008-10).
Management has been making efforts during past two years to streamline management structure,
and optimize product structure and cash flow, but we have yet to see signs of improvement.

Exhibit 18: Poly A and Poly Property (H)’s shareholding structure within China Poly Group as of end-2013

100% 100%

o,
Poly Holdings Poly Southern Group 1.95%

Poly Property

China Poly Group Corporation ——

40.58% 6.96% 42.14%

(0119.HK) Poly A (600048.SS) gum

Note: SASAC refers to State-owned Assets Supervision and Administration Commission of the State Council.

Source: Company data.
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Exhibit 19: China developers’ valuation comparison

P/B (exclude revaluation gain)

N
o
g
~
.FH'
2]
In
[«2)
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Company Ticker it Price as of Target End-14 NAV i i FD Core P/E (x) (x) Divi yield (%)

Cap 12 mth price Shr price Shr price Shr price

(uss Price disc. to (disc)/ prem to (disc)/ prem to (disc)/ prem to|

bn) Rating 6/Aug/14 target NAV Base-case NAV | Bull-case NAV  Bear-case NAV| 14E 15E 16E 14E 15E 16E 14E 15E 16E
Hong Kong listed
Agile 3383.HK 2.9 Neutral 6.40 (HKS) 8.10  -50% 16.2 (60) 20.0 (88) 12.0 (a7) a1 a1 4.0 0.6 0.5 0.5 5.0 49 5.0
China Vanke (H) 2202.HK 2.9 Buy _ 16.84 (HKS) 20.20  -20% 25.3 (33) 29.2 (42) 20.9 a9 7.4 6.2 5.8 16 1.3 1.1 4.0 a9 5.2
CMP (B) 200024.5Z 0.6 Neutral __ 13.19 (HKS) 12.90 _ -50% 25.8 (49) 32.1 (59) 22.6 (42) 5.6 4.7 4.6 0.9 0.8 0.7 35 a2 4.2
Chi Mer Land 0978.HK 0.9 Neutral 1.45 (HKS) 1.40 _ -40% 24 (38) 2.8 (48) 1.8 (20) 8.8 6.6 5.6 1.0 0.9 0.8 1.1 15 17
coGo 0081.HK 1.6 Neutral 5.35 (HKS) 6.60 _ -40% 111 (52) 14.6 (63) 9.6 (aa) 5.3 5.2 5.2 1.2 1.0 0.8 1.9 1.9 1.9
coul 0688.HK 241 Neutral _ 22.95 (HKS) 25.40  -10% 28.2 (19) 32.5 (29) 23.5 (2) 9.1 8.4 8.0 1.6 1.4 1.2 2.2 2.4 2.5
CRL 1109.HK 12.8 Buy _ 17.10 (HKS) 24.90 _ -10% 27.7 (38) 31.5 (46) 23.5 (27) 9.4 8.7 7.9 13 1.2 1.1 2.9 3.1 3.4
cG 2007.HK 9.2 Buy* 375 (HKS) 6.30 _ -30% 9.0 (58) 11.0 (66) 6.6 (3)| 5.1 4.1 4.3 1.1 0.9 0.8 6.8 8.6 8.2
Franshion 0817.HK 2.5 sell 2.2 (HKS) 2.30 _ -50% 4.5 (52) 5.5 (61) 3.8 (a3) 7.8 7.5 7.7 0.8 0.7 0.7 a.9 6.2 6.4
Evergrande 3333.HK 6.2 Neutral 3.29 (HKS) 3.90 _ -60% 9.8 (66) 12.0 (73) 8.0 (59) 5.6 5.3 5.2 0.9 0.8 0.7 17 1.9 1.9
Greentown 3900.HK 2.4 Neutral 8.58 (HKS) 9.60 _ -50% 19.2 (55) 22.1 (61) 13.6 (37) 3.0 2.8 3.1 0.6 0.5 0.5 6.7 7.2 6.5
R&F 2777.HK 45 Neutral _ 10.90 (HKS) 13.60 _ -40% 22.7 (52) 275 (60) 16.0 (32) 5.2 4.5 4.9 1.0 0.8 0.7 3.8 4.4 4.1
KWG 1813.HK 21 Neutral 5.56 (HK$) 5.70 _ -50% 11.4 (51) 14.0 (60) 9.5 (a1) 4.4 3.9 38 0.7 0.6 0.6 6.9 7.8 7.8
Longfor 0960.HK 7.6 Buy _ 10.86 (HKS) 14.20  -40% 23.6 (54) 28.9 (62) 20.0 (46) 7.4 7.1 7.3 13 11 1.0 3.5 2.8 2.7
Poly Property (H) 0119.HK 1.7 Neutral 3.62 (HKS) 4.65 _ -60% 11.6 (69) 14.0 (74) 8.5 (57) 5.9 5.1 5.1 0.5 0.4 0.4 5.1 5.9 5.9
Shimao 0813.HK 7.6 Buy _ 17.10 (HKS) 22.50 _ -30% 32.1 (a7) a1.1 (58) 24.7 (31) 5.5 5.5 5.9 1.1 1.0 0.9 6.0 6.1 5.6
Shui On Land 0272.HK 2.1 Sell 2.08 (HKS) 2.40 _ -60% 6.1 (66) 7.0 (70) a5 (54) 104 9.4 8.8 0.5 0.5 0.4 18 2.0 2.2
Sino Ocean 3377.HK 4.2 Neutral 436 (HKS) 5.30  -50% 10.6 (59) 125 (85) 8.3 (47) 8.4 7.4 7.6 0.8 0.7 0.7 5.9 6.7 6.5
SOHO China 0410.HK 4.4 Neutral 6.55 (HKS) 7.30 _ -30% 105 (37) 11.0 (a1) 10.0 (35) 124 17.8 147 1.1 11 11 4.6 4.6 4.6
Sunac 1918.HK 2.6 Buy 5.94 (HKS) 6.30 _ -50% 125 (53) 15.0 (60) 8.8 (33) 3.7 3.2 3.2 0.9 0.8 0.7 a4 a9 a.9
HK listed (50) (58) 38)| 6.7 6.4 6.1 1.0 0.9 0.8 a.1 a.6 a.6

A-share listed

BCD 600376.SS 1.9 Neutral 5.27 (Rmb) 6.10 -656% 13.5 (61) 16.7 (68) 8.6 (39)) 6.9 5.7 5.4 0.8 0.7 0.7 4.4 5.3 5.5
CMP (A) 000024.SZ 3.3 Buy 12.43 (Rmb) 15.50 -25% 20.7 (40) 25.7 (52) 17.0 (27) 6.6 5.5 5.5 1.0 0.9 0.8 3.0 3.6 3.6
Gemdale 600383.SS 6.7 Sell 9.41_(Rmb) 7.30 -45% 13.4 (30) 15.8 (40) 10.1 (7) 11.9 9.4 9.3 1.4 1.3 1.1 1.7 2.1 2.1
ocT 000069.SZ 6.4 Neutral 5.66 (Rmb) 6.10 -45% 11.1 (50) 12.0 (54) 9.5 (41) 7.5 6.6 6.3 1.4 1.2 1.0 1.5 1.7 1.8
Poly (A) 600048.SS 10.0 Buy 5.90 (Rmb) 7.53 -35% 11.6 (49) 13.1 (55) 8.5 (31) 4.9 4.6 4.8 1.0 0.9 0.8 4.0 4.2 4.0
Risesun 002146.SZ 3.2 Neutral 10.70 (Rmb) 12.50 -30% 17.9 (40) 22.0 (51) 13.0 (7)) 5.7 5.1 5.3 1.4 1.2 1.0 2.3 2.6 25
SMC 600823.SS 1.8 Neutral 9.73 (Rmb) 10.80 -560% 21.6 (55) 25.0 (61) 17.0 (43) 6.1 5.1 5.1 0.8 0.7 0.6 2.8 3.3 3.3
Vanke (A) 000002.SZ 17.6 Buy* 9.58 (Rmb) 12.10 -40% 20.2 (63) 23.3 (59) 16.7 (43) 5.3 4.4 4.1 1.1 1.0 0.8 5.7 6.8 7.3
Zhongnan 000961.SZ 1.5 Neutral 8.29 (Rmb) 8.40 -55% 18.6 (55) 229 (64) 11.2 (ZJ 6.6 5.2 5.4 1.1 0.9 0.8 1.5 1.9 1.9
WorldUnion 002285.SZ 1.2 Neutral 9.71 _(Rmb) 11.33 n.a. NA NA NA NA NA NA| 17.1 14.9 13.4 3.1 2.7 2.4 1.7 2.0 2.2
Onshore average (48) (56) (30) 6.8 5.7 5.7 1.1 1.0 0.8 3.0 3.5 3.6

Singapore listed

Yanlord YNLG.SI 1.9 Sell 1.21 (S$) 1.24 -50% 25 (562) 3.0 (60) 1.8 (34) 11.3 9.4 10.1 0.8 0.7 0.7 0.8 0.9 0.8
US listed

E-House EJ 1.5 Buy 10.69 (US$) 12.70 n.a. NA NA NA NA NA NA| 16.0 11.9 9.4 1.4 1.2 11 0.1 0.1 0.1
Leju LEJU 1.6 Buy 11.94 (US$) 17.20 n.a. NA NA NA NA NA NA| 17.0 11.2 8.3 3.7 2.8 2.2 -

1.0

] | (50) (58) 36) 7.8 6.9 6.5

Notes: 1) *denotes the stock is on our regional Conviction List. 2) Our 12-month target prices are based on end-2014E NAV for developers, 2014-17E PEG multiple for Leju, SOTP for E-house and 2014E P/E for World
Union. We expect flat property prices from current levels until 2015. 3) Bull case: We expect property prices to increase by 15% from current level. Bear case: Property prices to return to 1H12 trough levels, or down 20%
from current levels. Key risks include substantial improvement/deterioration in developers’ balance sheets; better/worse macro conditions/policy loosening.
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Source: Datastream, Company data, Gao Hua Securities Research.
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