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1H16 results review

= 1H16 core profit rose 22.7% YoY to RMB 540mn as revenue increased 41%
YoY; gross margin increase 0.6ppt YoY to 26.3% as booked ASP rose 4.4% to
RMB 8,227/sgm

= Net gearing increased from 77% in Dec 2015 to 83% in June 2016, yet average
cost of debt declined from 9.64% in FY15 to 8.59% in 1H16

= 1H16 presales surged 75%YoY to RMB13.4bn as GFA and ASP grew 35%YoY
and 30%YoY

Impressive 1H16 results. 1H16 core profit of Times Property (Times) rose
22.7% YoY to RMB 540mn as revenue surged 41% YoY to RMB 5.7bn. Gross
margin improved by 0.6ppt YoY to 26.3%, as booked ASP increased 4.4%YoY to
RMB 8,227/sqm. However, core profit margin declined 1.4ppt YoY to 9.5%, as tax
expenses jumped 86% on increased amount of commercial property booked.
With the rising ASP, Times expect FY16 gross margin to be in the 26-28% range
while core profit margin would improve to 11%. As of June 2016, net gearing
increased 5.7ppt HoH to 83.0%, yet average cost of debt dropped from 9.64% in
FY15, to 8.59% in 1H16 because of increased issuance of low-cost onshore
debts. Finance cost should decline further as the high-cost USD bonds issued
previously (with coupon rates of 11.4-12.6%) are eligible for redemption next

Key Data

52Wk H/L(HK$) 3.36/2.50 year.

Issued shares (mn) 1,723

Market cap (HK$ mn) 5,461 1H16 presales surged 75% to RMB 13,360mn, 62% of full-year target (RMB

f,l'".“h e df\‘"{dt“”‘o"(’;' (HKS mn) e 21.5bn) completed. 1H16 presales jumped 75% YoY to RMB 13.4bn; GFA sold
Y 606 Wentup by 35% YoY while ASP rose 30% YoY to RMB 11,152/sqm. Sell-through

Source(s): Company, Bloomberg, ABCI Securities

FY15 Revenue breakdown (%)

rate stayed healthy at 60%. For 2H16, saleable resources are estimated to
amount to RMB 27-28bn. The three major cities in PRD- Guangzhou, Foshan,
and Zhuhai, accounted for 20%, 29%, and 41% of 1H16 presales, respectively.
As of June 2016, Times’s landbank of 12.1mn sgm spanned across 7 cities and
had an average cost of RMB 2,753/sqm. Guangzhou accounted for 19% of the

Property development 97.0 total landbank by area. Management is positive on the property market in
Property investment 1.8 Guangzhou because of the significant price gap existing between the city and
Property management _ 12 Shenzhen even though the two are separated by only an hour in travelling
L2 REE)R CETEE A SRS distance. Besides, the Group has 37 redevelopment projects in the pipeline, of
which 11 projects with a GFA of 2.38mn sgm would obtain relevant approvals in
the near term. This would provide cheap land resources for the Group.
Share performance (%) o Trading at discounts to peers. Despite its positive presales outlook and cheap
S Abso'gg Re'até‘g) land resources from redevelopment projects, Times is trading at 2.4x consensus
3-mth 8.9 (L0) FY16 P/E and a 5.5% dividend yield, which is lower than the peer average of 6.4x
6-mth 9.2 (4.7 P/E with a 4.9% yield. We believe the counter is undervalued.
*Relative to HSI
Source(s): Bloomberg, ABCI Securities Risk factors: 1) Legal risk associated with urban redevelopment projects; 2)
Intensifying land competition. 3) Low daily share turnover value; 4) Increase in
effective tax rate
1-Year stock performance (HK$) Results and Valuation
FY ended Dec 31 2011A  2012A  2013A  2014A  2015A
Revenue (RMB mn) 2,467 3,197 9,695 10,419 13,638
4.0 - Chg (%,YoY) 59.4 29.6 203.2 7.5 30.9
3.8 - Core Net Income (RMB mn)* 119 271 942 1,315 1,477
3.6 Chg (%,YoY) 208.0 127.4 2476 39.5 12.3
ol Underlying EPS (RMB) 0.09 0.20 0.53 0.76 0.86
30 - Chg (%,YoY) 208.0 1215 170.2 43.6 12.3
2.8 - BVPS (RMB) 1.8 2.0 2.3 31 4.0
2.6 A Chg (%,YoY) 11.8 12.2 14.2 36.2 30.6
2.4 4 Underlying PE (x) 32.0 14.4 5.3 3.7 33
221 P/B (x) 16 1.4 13 0.9 0.7
Tm oo o SNe 3. g 5o ROE (%) 5.1 10.0 23.6 24.2 20.8
P LOWOLOBOLODS D DD @ ROA (%) 0.7 1.3 3.8 4.0 3.2
TTrTrvTTTT T T T TT DPS(HKS) - - 0.10 0.14 0.16
Yield (%) - - 3.64 5.05 5.51
Source(s): Bloomberg, ABCI Securities Net gearingz (%) 92.2 119.9 93.2 99.6 773

TCore net income =Net profit - revaluation gain of investment properties and one-off items
Net gearing=Net debt/Total equity
Source(s): Bloomberg, ABCI Securities
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Exhibit 1: Time Property’s 1H16 results

P&L 1H16 1H15 YoY Operating statistics 1H16 1H15 YoY Chg
Ch

RMBmMn RMBmn (%?
Turnover 5,699 4,040 41.1 Presales GFA (mn sgm) 1.20 0.89 34.8
Cost of Sales & direct operating costs (4,201) (3,003) 39.9 Presales ASP (RMB/sgm) 11,152 8,585 29.9
Gross Profit 1,499 1,037 44.5 Presales (RMBmn) 13,360 7,632 75.1
Gross Margin (%) 26.3 25.7 +0.6ppt

GFA Delivered (mn sgm) 0.66 0.49 35.4
Selling and distribution costs (196) (138) 42.0 Booked ASP (RMB/sqm) 8,227 7,880 4.4
Administrative expense (260) (170) 53.5 Property sales booked 5,442 3,849 41.4
(RMBmn)
EBIT 1,043 730 42.9
EBIT Margin (%) 18.3 18.1 +0.2ppt
Other income, gains and losses 34 17 97.2 Balance sheet Jun-16 Dec-15 HoH %
Fair value gain of investment 16 34 (54.0) RMBmn RMBmn
properties
Other exceptional items 0 0 na Gross debt 18,965 15,907 19.2
Share of profit from JCE/ Associates 5) 0) na Cash 9,346 8,749 6.8
Finance cost (123) (85) 45.2 Net debt 9,619 7,158 34.4
Profit before tax 964 696 38.4 Net gearing (%) 83.0% 77.3% +5.7ppt
Tax (436) (234) 86.1
- LAT (309) (71) 332.6
- Enterprise tax (127) (163) (22.2)
Profit after tax 528 462 14.3
Minority Interest 22 (6) (444.4)
Net profit 550 456 20.6
Core net profit 540 440 22.7
Core net margin 9.5 10.9 (1.4ppt)
Source(s): Company, ABCI Securities
Exhibit 2: 1H16 presales breakdown (RMB 13,360mn) Exhibit 3: Land bank breakdown as at Jun 2016 (Total GFA:
12 mn sgqm)
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Disclosures

Analyst Certification

I, Tung Yiu Kei, Kenneth, 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. | 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. | and/or my associates
have no financial interests in relation to the listed company (ies) covered in this
report, and | and/or my associates do not serve as officer(s) of the listed
company (ies) covered in this report.

Disclosures of Interests

ABCI Securities Company Limited and/or its affiliates may pursue financial
interests to the companies mentioned in the report.

Definition of equity rating

Rating Definition

Buy Stock return = Market return rate

Hold Market return — 6% < Stock return < Market return rate
Sell Stock return < Market return — 6%

Stock return is defined as the expected % change of share price plus gross
dividend yield over the next 12 months

Market return: 5-year average market return rate from 2010-2014

Time horizon of share price target: 12-month

Definition of share price risk
Rating Definition
Very high 2.6 <180 day volatility/180 day benchmark index volatility

High 1.5 <180 day volatility/180 day benchmark index volatility < 2.6
Medium 1.0 =180 day volatility/180 day benchmark index volatility < 1.5
Low 180 day volatility/180 day benchmark index volatility < 1.0

We measure share price risk by its volatility relative to volatility of benchmark
index. Benchmark index: Hang Seng Index.

Volatility is calculated from the standard deviation of day to day logarithmic
historic price change. The 180-day price volatility equals the annualized
standard deviation of the relative price change for the 180 most recent trading
days closing price.

Disclaimers

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
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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 2016 ABCI Securities Company Limited

No part of this material may be (i) copied, photocopied or duplicated in any
form by any means or (i) 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.
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