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Key Data
Industry Properties&Construction
Price(21/6/2012) HK$3.97
Price target HK$5.82
Upside potential 59.0%
52Wk H/L(HKS$) 6.27/2.13
Issued shares(mn) 14,958
Market
Cap(HK$mn) 59,383.3
15-day avg vol(mn) 120.4
Auditors PwC
Major shareholder:

Xu jiayin* 68.1%

Source: Company data&Bloomberg
*The founder and Chairman of the group

Results and Forecast

FY ended 31/12 2011A  2012E  2013E
Revenue(Rmbmn) 61,918 76,788 96,232
Chg(YoY) 35.2% 24.0% 25.3%
Core net profit"

(Rmbmn) 8,610 10,535 12,210
Chg(YoY) 56.3% 22.4% 15.9%
Core EPS

(Rmb/share) 0.57 0.71 0.82
PE(x) 53 4.2 3.6
DPS (HKS$) 0.2340 0.2166  0.2510
Yield 6.4% 5.9% 6.9%
NBV/share(Rmb) 2.15 2.71 335
Chg(YoY) 57.0% 26.2% 23.7%
PB(x) 1.39 1.10 0.89

"“Excluding revaluation G/L on investment property;
Rmb0.8121/HK$

Source: Companies’ announcements and ABCI
Securities estimates

Report Date: 21 June, 2012

Analyst:
Li Hong Ying (Vivianli@abci.com.hk)
Tel- (852) 21478897

Evergrande(3333) -Maintain BUY

Key takeaways from conference call on 21 June

We attended the conference call held by Evergarnde on allegations in Citron’s
report. Mr.Xu, the chairman denied all the allegations in Citron’s report .We
expect the share price to be volatile in the short term until more detailed
clarification from the management or 1H12 results is out (late Aug). It’s
trading volume rallied to 940mn, or 5 times larger than 15 day average (ie
154mn). However, fundamentally, we are positive on the stock and maintain
our BUY rating on the stock. Based on reported financial statement, which
was audited by PwC and combining thel H12 sales progress, we estimate the
group will have ~Rmb20.0bn cash in the balance sheet at the end of 30, June
with net gearing at 65%.

Citron Research is a private investigation agency, which is famous for its
attacking on Chinese stocks. It usually has had a short position already and
then publishes the negative investment reports. From March 2010 to the
present, he issued 9 reports, almost each have caused the crash or even
delisted of Chinese stocks, including in China Valves Technology (Nasdagq:
CVVT), China Media Express(Nasdaq: CCME), Sky-mobi (Nasdaq: MOBI),
and China-Biotics(Nasdaq: CHBT), and Longtop Financial Technologies
(NYSE: LFT),etc.

Evergrande became the target of Citron Research on Thursday (21 June
2012), saying that Evergrande is essentially an insolvent company that has
consistently presented fraudulent information to the investing public.
Evergrande dropped as much as 19.6% and closed with a decline of 11.4%.

Evergrande posted a clarification announcement on the HKex website on
12:48 noon and held a conference call on 1:30pm after three hours of the
issue. Mr.Xu, the chairman attended the call. The chairman denied all the
allegations in Citron’s report. Given they haven’t read the long report in
depth so far, further clarification announcement will be made by the group in
due course some time later.

Key takeaways from the call are as follows.

B The group denied that it gives guaranteed returns/share buyback
commitment to the minority investors in its JV projects. They denied
that they have any off-balance sheet liability.

B The management reiterated confidence on the achievement of full year
sales target (Rmb80bn) and guided a promising sales prospects starting
from June. They implied that they may record MoM increase in monthly
sales from June. The management highlighted its healthy cash position.

B Management will go to HK to meet investors soon after conference call.
Our views are as follows.
B We have checked that the group doesn’t have JV below 50% interest.

Thus the group need to consolidate the financial reports of all the JVs
and should not have off-balance sheet liability incurred by JV.
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As we have mentioned, its sales regained (for details please refer to
report issued on 21 May). The group reported May’s contracted sales at
Rmb10.4bn, its first single month over the milestone of Rmb10bn. We
expect the momentum to continue on the back of new projects launched
and pickup in demand in lower tier cities. The group achieved
Rmb26.8bn contracted sales for the first 5 months.

Assuming 80% cash collection ratio, we estimate sales this year bring in
Rmb21.4bn cash for the group. Based on reported financial statement,
which was audited by PwC, the group had cash Rmb28,204mn with net
debt/equity ratio at 67.5% as of the end of 2011.Taking into land
premium payment, construction and other major cash outflow, we
estimate the group will have ~Rmb20.0bn cash in the balance sheet at
the end of 30, June with net gearing at 65%.

The counter is trading at 59.1% discount to 2012NAV of HK$9.7 or at
est FY12PE of 4.6x and PB of 1.2x. The PB valuation is approaching to
0.83x, the lowest level since listing. We expect the stock to find strong
support at HK$3.29, representing 1.0x PB. Based on 40% of
NAV(HK$9.7), our target price is at HK$5.82. We are fundamentally
positive on the stock and maintain our BUY rating on the stock.

2H09 1H10 2H10 1H11 2H11

Price high(HKS$) 4.85 4.34 4.22 5.90 6.27
Price low(HKS$) 3.50 1.83 2.16 3.25 2.17

Ending NBV/share(Rmb) 0.86 1.01 1.37 1.84 2.15
Ending NBV/share(HK$) 0.98 1.16 1.65 2.24 2.62

P/B high 4.96 3.74 2.56 2.63 2.40
P/B low 3.58 1.58 1.31 1.45 0.83

Source: Bloomberg and ABCI Securities

Evergrande 1-year share price

M
i

/
I

i
| ! 'M“’ll |"”|“"|"h'r|| i u.‘""l., ; iy Lo
i il ] o=
l|,"., 'r"|1|r'l| 1 v

621
o 213 [
250) on Close 4105

"“'\llp""“l”

TR
iw

{ y i,
by '"; ,ul” !

I
(o |1\,Ill
A gt ALt
LK
i

MVolume 09408

|||\...I|||I|||”||\u- ||.I|....\ bl Ll sl il ll-l‘ _—D

b hug se 0ct oy, Dec Jan Feb Var Aot Hay Jun

3
211 212

Source: Bloomberg and ABCI Securities




St

ABC INTERNATIONAL
ABCI SECURITIES COMPANY LIMITED

Company Note

Evergrande Real Estate Group

Disclosures

I, Li Hong-ying, Vivian , being the person primarily responsible for the content of this
research report, in whole or in part, hereby certify that all of the views expressed in
this report accurately reflect my personal view about the subject company or
companies and its or their securities. I also certify that no part of my compensation
was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report.

Disclosures of Interests

Li Hong-ying has financial interest in Evergrande Real Estate Group Limited as
at 22 June 2012.

Disclaimer

This report is for our clients only and is for distribution only under such
circumstances as may be permitted by applicable law. It has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient.
It is published solely for informational purposes and is not to be construed as a
solicitation or an offer to buy or sell any securities or related financial instruments. No
representation or warranty, either expresses or implied, is provided in relation to the
accuracy, completeness or reliability of the information contained herein. This report
should not be regarded by recipients as a substitute for the exercise of their own
judgment. Any opinions expressed in this report are subject to change without notice
and may differ or be contrary to opinions expressed by other business areas as a result
of using different assumptions and criteria. The analysis contained herein is based on
numerous assumptions. Different assumptions could result in materially different
results. The analyst(s) responsible for the preparation of this report may interact with
trading desk personnel, sales personnel and other constituencies for the purpose of
gathering, synthesizing and interpreting market information. ABCI Securities
Company Limited is under no obligation to update or keep current the information
contained herein. ABCI Securities Company Limited relies on information barriers to
control the flow of information contained in one or more areas within ABCI Securities
Company Limited, into other areas, units, groups or affiliates of ABCI Securities
Company Limited. The compensation of the analyst who prepared this report is
determined exclusively by research management and senior management (not
including investment banking). Analyst compensation is not based on investment
banking revenues, however, compensation may relate to the revenues of ABCI
Securities Company Limited as a whole, of which investment banking, sales and
trading are a part. The securities described herein may not be eligible for sale in all
jurisdictions or to certain categories of investors. The price and value of the
investments referred to in this research and the income from them may fluctuate. Past
performance is not necessarily indicative of future results. Foreign currency rates of
exchange may adversely affect the value, price or income of any security or related
instrument mentioned in this report. For investment advice, trade execution or other
enquiries, clients should contact their local sales representative. Neither ABCI
Securities Company Limited nor any of its affiliates, directors, employees or agents
accepts any liability for any loss or damage arising out of the use of all or any part of
this report. Additional information will be made available upon request.

Copyright 2012 ABCI Securities Company Limited

No part of this material may be (i) copied, photocopied or duplicated in any form by
any means or (ii) redistributed without the prior written consent of ABCI Securities
Company Limited.

Office address: ABCI Securities Company Limited, 13/F Fairmont House, 8
Cotton Tree Drive, Central, Hong Kong.

Tel: (852) 2868 2183




